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Tue Wilson tariff bill, with the addi- 
tion of the income tax provision, has 
passed the House and now goes to the 
Senate. The bill w:ll go to the Finance 
Committee for consideration, which will 
probably occupy a month, and then be 
debated on the floor of the Senate. It 
is probable that a number of amend- 
ments and changes will be introduced 
in the upper House, and the retention 
of the income tax provision is problem- 
atical. There will probably be confer- 
both 
Final decision can hardly be 
expected before May or June. 


ence committees appointed by 
houses. 


Tue delay of Congress in providing 
for the immediate necessities of the 
treasury has forced the secretary to in- 
vite bids for an issue of $50,000,000 five 
per cent. ten year bonds, under the au- 
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thority given by the act of January 14, 
1875, upon a basis of 3 per cent. or less; 
that is, no proposal to be considered at 
a lower price than 117,223, which is the 
equivalent of a 3 per cent. bond at par. 
A resolution was introduced in the 
Senate reciting that the secretary had 
no authority to issue and sell bonds, ex- 
cept that conferred by the act of Janu- 
ary 14, 1875, under which, money de- 
rived from their sale is only applicable 
to the purposes specified therein; and 
this resolution has been made the nu- 
cleus for much public criticism of the 
proposed issue by the secretary, and 
question as to its legality. The secre- 
tary has pointed out, however, that the 
question of his authority to use the 
money in any particular manner or for 
any particular purpose, is wholly dis 
tinct from the question as to his author- 
ity to issue and sell the bonds, and pub- 
lic confidence in the legality of the issue 
has culminated in an oversubscription 
to the entire issue, mainly from New 
York but also from other cities and parts 
of the Union, at prices ranging from 
117.223 to 120, 

It is to be regretted that so much 
criticism and opposition to the secre- 
tary’s action has been manifested, not 
only in the public prints but in one of 
the national halls of legislation. The 
step was imperative; a last resort, after 
congress had failed to legislate the nec- 
essary relief, The public credit has,for 
some time, been under a cloud, the gov- 
ernment not having the means to pay 
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its debts as they matured, and private 
credit has naturally suffered. It is in 
the common interest that the credit of 
the government be firmly re established. 


ATTENTION is invited to the article of 
Mr. Willis A. Barnes, reciting the ad- 
vantages of a popular loan, by means of 
an issue of bonds of small denomina- 
tion, bearing interest at 3.65 p. c. per an- 
num or 1 centaday, per$1oo. There 
seems much of merit in such a plan. At 
present, the savings bank is the agency 
which promotes thrift upon the part of 
the common people by affording them a 
place for deposit and investment of small 
surplus earnings. But savings banks 
do not exist in every state, and bonds of 
the character described would doubtless 
do much to encourage economy in those 
sections of the country where there are 
now no savings institutions. Mr. Barnes’ 


article will be found interesting and 
suggestive. 


THE continuity of the series of contri- 
butions upon the causes and effects of 
the late panic is broken this issue, but 
will proceed in the next,and successive, 
numbers. Several articles by prominent 
writers are undergoing revisal, but it has 
been deemed unwise to delay the publi- 
cation, to await their completion. 


In the current number of the ‘‘Social 
Economist,” Mr. George Gunton dis- 
cusses the decline in railway values, for 
the last year and two months, which he 
ascribes to prospective tariff reform 
changes, which for this period, he as- 
serts, have cast their shadows before. 
Taking the prominent railway systems, 
he points out, in detail, the decline in 
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market values, and gross earnings, and 
says: ‘‘The serious question is, how 
long can the causes which are impelling 
these values downward continue to op- 
erate without bring the weaker of these 
railway systems to a dead halt for want 
of the means to pay even operating ex- 
penses? The economic force which 
alone is adequate to prevent such a col- 
lapse as would stop the running of 
trains, is the continuing ability of the 
stronger lines to absorb the weaker, and 
of the surviving large capitalists to fur- 
nish the new means essential to keep the 
wheels of the very weakest lines run- 
ning. Hence, the present crisis points 
inevitably to a further consolidation in 
railway properties. ”’ 

Without disputing Mr. Gunton’s fig- 
ures as to the extent of decline in value 
during the period named, we cannot 
agree with his statement of what has 
caused such decline, or his prediction 
that there is to bea further shrinkage 
from the same cause. It has not been 
the shadow of tariff reform that has ef- 
fected such a decline in value, but those 
well-known causes which contributed to 
start the recent panic and resulted in 
such widespread stagnation in all busi- 
ness pursuits. Those causes removed, 
an era of business prosperity will follow, 
and railway values and earnings are 
bound to rise; not sink lower. 


Two decisions by the supreme court 
of Missouri are published in this num- 
ber, of importance to banking and other 
state corporations, who are desirous of 
holding a lien upon their stock, for any 
indebtedness of the stockholder to the 
company. The general corporation law 
of Missouri, gives no such lien, and, it 
will be observed, the court holds the 
corporation is powerless to create, by 
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»y-law, such a lien, to bind either stock- 
holders or purchasers. 

The law differs in many states upon 
his point. In some, statutes provide 
for a corporate lien; in others,they deny 
t; and in states where there is no stat- 
ute, the decisions are not uniform, with 
respect to the ability of the corporation 
‘0 create a valid lien. 


AMONG the signs of returning pros- 
peritv, is the increased interest shown 
by investors in the subject of municipal 
bonds, and the fact that the market for 
this class of securities is regaining its 
old strength. The New York Zimes in a 
recent article, describes very well the 
present situation, It says: 

‘It was one of the notable and de- 
pressing features of the recent panic 


that not only securities dealt in on the - 


Stock Exchange were affected and 
knocked down in market value, but other 
securities, such as are not subject to the 
speculative processes of Wall street, 
This was 
especially trué of municipal bonds. Or- 
dinarily such issues are wholly apart 


were also put under a cloud, 


from the course of the general market, 
having peculiar values of their own for 
certain classes of investments, such in- 
vestments as are not likely to be affected 
or disturbed by the ups or downs of fig- 
ures on the stock market tape. 

‘Before the panic burst on the finan- 
cial world there had, however, developed 
a well-defined tendency upon the part 
of many people to put funds into such 
bonds as represent the credit of well- 
established cities. Few of such bonds 
failed to command a handsome premium. 
These premiums were not infrequently 
steep enough to show the exceptional 
estimation in which such bonds were 
held in preference even to similarly safe 
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mortgages upon leading corporate prop- 
They were recognized as gilt- 


erties. 
edged. 
‘‘The bankers and brokers of Wall 
street who cater to the best investors of 
the country competed with one another 
to get control of every good issue of this 
class which came out. Advance infor- 
mation of any prominent municipality's 
intention to make a new bond issue had 
a market value, and in some instances a 
year ago fat fees were paid to get the 
advantage which such advance know- 
ledge gave. Some of the most enter- 
taining stories told in Wall street have 
to do with the campaigns carried on by 
the sharp competing brokers of the Stock 
Exchange district to control municipal 
bond issues. Such bonds were always 
so sure of an immediate market that no 
broker hesitated to go in and take al- 
most anything in sight, if the city and 
the legality of its bond were all right. 
“Some indication of the extent to 
which this rivalry went was illustrated 
early last spring, when a well-known 
Wall street firm hurried one of its clerks 
out to a Western city to run down a 
rumor that a municipal issue was con- 
templated there, giving the messenger , 
instructions to report by wire what the 
situation might be. He arrived at his 
destination in a storm, found that a 
hasty session of the city authorities had 
determined upon the bonds, and that 
there were special and pressing reasons 
for the city to act quickly. The tele- 
graph wires were down, It would take 
days to reach New York by post. Of 
course, the wires might be working the 
next day, but the storm was severe, and 
there was no telling when connection. 
would be made, if ever, or at least that 
was the way the young man from New 
York insisted upon looking on it. With- 
out waiting for word of any sort from 





104 THE BANKING 


his, employers, he calmly told the fathers 
of the granger town that his firm would 
‘take the lot.’ Then he journeyed home- 
ward. In ordinary business circles, a 
clerk who displayed such expedition 
would have been likely to spend some 
time thereafter in looking for a new job. 
But not so in this case, and it was really 
not a wonderful exploit beside some oth- 
ers that are told of in the street. The 
clerk not only got the commendation of 
his employers, but he received a fat 
commission for the good work he had 
done. 

‘*The panic caught some of the weaker 
houses of the street loaded pretty 
heavily with municipal bonds. The cer- 
tain market which was to be depended 
upon in normal times all of a sudden 
disappeared. Capital was badly 
scared that it was unwilling even to give 
a glance at things which in ordinary 


so 


financial weather had been exceptionally 
attractive. 


‘‘Almost first of the securities to re- 
gain a positive market, however, have 
been these bonds of the cities. Few of 
the issues which were waterlogged by 
the panic are now unsold. Old premiums 
are becoming the fashion. Prominent 
brokers say that activity in municipals 
has, in fact, lately become one of the 
most conspicuous of all the long list of 
improving signs in Wall street. 

‘‘Such cities as have lately brought 
out bonds found a ready market for 
them Towns that have been waiting 
for betterment in things financiai before 
making issues are known to have been 
advised by conservative observers with- 
in the last thirty days that the bonds 


can now be brought out with assurance 
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that they will be taken and ona low- 
interest basis.” 

THe House Committee on Banking 
and Currency has at last voted down 
the bill to repeal the ten per cent. tax 
on state bank circulation, and thus re 
moved the state bank currency issue 
from the problems of the future. In the 
present issue, we publish in full Mr. 
Springer’s proposed bill for a national 
currency. In the last Journal,Congress- 
man Walker’s banking measure was de- 
scribed. Both of these proposed sys 
tems are under consideration by the- 
House Committee. 


THE general term of the supreme 
court of New York holds that, under 
the statute of that state, savings banks 
have a preference in payment out of the 
assets of insolvent national banks, and 
that this construction of the statute 
does not conflict with the provisions of 
the national bank act which provide for 
pro rata distribution. 

The reasoning upon which this decis 
_ion proceeds is given at length in the 
opinion of the court. We have much 
doubt, however, as to its soundness. It 
hardly seems possible that the different 
states have power to enact legislation 
practically supplemental to the national 
bank act, creating trusts, liens and pref- 
erences in the assets of those institutions 
in case of insolvency, when the policy of 
the national bank act itself is against 
preferential payments. In such case. 
the national bank act would be no guide 
to the distant creditor, who might find 
the entire fund used up in preferences 
decreed by state laws, and his claim 
worthless. 
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AFTER-PANIC BANKING. 


The comptroller of the currency has published 
an abstract of the reports made to him by all 
the national banks in the country on December 
ig, 1893. These figures are interesting in them- 
selves, because the statements of so large a 
number of banks—3,787 in this case—give a 
trustworthy view of the general business situa- 
tion. But they are still more interesting when 
compared with last summer’s statements; for 
this comparison shows the real working of the 
panic on the money depositories, and the not 
less interesting after-panic accumulation of idle 
money in the banks. 

The combined statement of the national banks 
in December, 1892, may be called the last which 
reflects normal conditions, Before the next 
statement—that of March, 1893—had been com- 
piled, trouble was already in sight, depositors 
were beginning to hoard money, and interior 
banks were calling in their eastern balances. 
On the gth ot December, 1892, the individual 
deposits of our national banks aggregated $1,- 
704,456,177. The statement issued nearest to 
the extreme panic strain was that of July 12. 
[hat statement showed the shrinkage in_ indi- 
The 


drawal of deposits in the criticai distress of 


vidual deposits to $1,556,761,230. with- 
August was undoubtedly much heavier; for as 
ite as October 3, the date of the next report, 
the total of individual deposits remained as low 
tS $1,451,124,330. 
ire obtainable at that date, it may be guessed 


Although no official figures 


that in August, before the gold-import move- 
ment had fairly begun, the private deposit tund 
fall the banks had sunk quite as low as $1,- 
300,000,000. 

Last month's statement reports the total hold- 
ings on this account as $1,339,399,795; which, it 
will be observed, is a sum materially smaller 
than that returned in the middle of last July. It 
does not, however, by any means follow that 
the hoarding craze was still in force during De- 
cember. On the contrary, the actual money re- 
serves of the banks show an amazing increase. 


A year ago the total coin and paper money held 
by the national banks was $318,641,595. In 
July these reserves had sunk to $289,254,850. 

In August they certainly went much lower. 


Yet on December 19, 1893, the aggregate was 
no less than $414,135,407. Inother words, dur- 
ing the five months between July and December 
the net gain inthe money holdings of the national 
banks was fully 70 per cent. Of the gain during 
this interval, $60,000,000 represents the increase 
in legal-tender government notes alone, 

Not all this increase in cash holdings of banks 
since the panic month represents boarded 
money now returned to circulation. The fifty 
millions gold imported from Europe since the 
opening of August has now found a resting- 
place in bank reserves. The government has 
paid out large amounts—about $41,000,000— 
since July, chiefly in gold, and between July 
and November, before the Sherman law’s re- 
peal, there were 
treasury notes. 
and 


issued $5,000,000 in new 
Moreover the savings banks 
trust companies have not only 
ed their bank deposits withdrawn in the 
panic months, but deposited a_ total 
balance larger than that of a yearago. There- 
cent January report of the trust companies of 
this city showed their uninvested cash, much of 
which is deposited with national banks, to be 


return- 


have 


$30,000,000 greater than at the opening of 1593, 
and the same is true in a less degree in other 
cities where the industrial and security markets 
are idle. It should be remembered, however, 
that actual hoarding of money by private indi- 
viduals is the single cause of trust company 
withdrawals, so that, allowing $90,000,000 for 
the inflow of money, these last five months, 
from Washington and from Europe, there is still 
from other 
This amount is prob- 
ably not far from the total sum, naturally held 
which was hidden 
away in actual cash by hoarders during the 
panic, 


left $25,000,000 for the increase 
quarters since last July. 


in national-bank reserves, 


A different cause must be sought for the fact 
that the total of individual deposits in all the 
national banks was smaller by $17,000,000 last 
month than it wasin last July, The deposit 
fund in banks is not only used asa basis tor 
loans, it is also very largely the result of loans. 
When a bank lends a thousand dollars to a cus- 
tomer, it does so by adding that thousand to the 
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deposit fund inscribed to his credit. He may, of 
course, withdraw this deposit through checks 
deposited in other national banks, or even in 
outside institutions. But, in the long run, in- 
crease in loans causes a nearly corresponding 
increase in deposits. 

Now the loan account of the banks, after the 
panic strain had ceased, showed nothing but 


continued liquidation. During the panic loans 


were fairly maintained by the heavy issue of- 


that emergency bank currency known as clear- 
ing-house certificates. The panic over, the can- 
cellation of these certificates began at once, and 
it was, of course, effected by the calling in of 
loans, This special motive for contraction 
ceased when the last loan certificate was retired 
in November. But trade had by that time fallen 
completely into its after-panic stagnation, and 
at the very moment when money began again 
to rollin to bank reserves, the demand from 
business borrowers had almost ceased. The 
tutal loans and discounts outstanding Decem- 
ber 19 last to the credit of the national banks 
was $151,000,000 less than the total on the 12th 
of last July. This tells its own story. 

A word may be added as to the New York 
city banks. Under the national bank act, a 
country bank, though required to hold in cash 
15 per cent. reserve against deposits, may itself 
at its discretion deposit three-fifths of this re- 
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serve with banks in certain large cities named 
in the statute. Of these ‘‘reserve cities” New 
York is the favorite, because its banks habitually 
allow to other institutions 2 per cent. on their 
deposits. During the panic not only were local 
deposits withdrawn from New York city banks, 
but the hard-pressed country institutions called 
back their deposited reserves. Asa result, de- 
posits in the New York Clearing-house banks 
sank in August to $370,000,000, or seventy mill- 
ions less than at the opening of the year. In 
September the tideturned. Private depositors 
returned their money to the banks; local insti- 
tutions followed suit; and finally the interior 
banks, finding no use at home for their now 
ample cash reserves, hastened to forward the 
money for deposit at New York, where it might 
get the 2 percent. interest. The result is strik- 
ing, but hardly profitable to the New York 
banks. Last Saturday's statement showed that 
total deposits in our city clearing-house banks 
had increased $177,000,000 since the August 
panic season, that the actual money holdings of 
these banks had increased three-fold, and yet 
that the loans had increased barely twelve mill 
ions. In other words, there is to-day in the 
banks of New York city a deposit fund of 
$547,694,400, much of it bearing interest to de- 
positors, and of this sum $129,000,000 is not in 
use at all.—N. Y. ‘‘Evening Post,” Jan. 29,1894. 
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AN AID TO ‘THRIFT, 


Very recently the V. Y. Herald sug- 
gested that the United States treasurer 
be authorized to issue government se- 


curities in small amounts, with a fair 
percentage of interest, and that these 
securities be offered to the people. 

This suggestion and the very large 
number of opinions on the subject which 
were printed in the Herald crystalized 
into a bill offered by Hon. Amos J. Cum- 
mings, a member of congress from New 


York city, authorizing the issue of bonds 
of $20 and multiples thereof, with inter- 
est at 3 per cent. 

This idea of government securities in 
small amounts for investment of the 
savings of the ‘‘ people”’ is only novel 
in this country. When France asked 
for the money to pay the German in- 
demnity, as a result of the Franco- 
Prussian war,she issued securities which 
were at once taken by her ‘‘ people” and 
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are held by 
ment. 

In the other great governments of 
Europe a system of issuance of securities 
which may be held by the ‘* people” 
exists. 


them to-day as _ invest- 


In England, there are three systems 
of investment conducted by the ‘‘ gov- 
ernment” for the benefit of the “people ;” 
these systems are denominated “* aids to 
thrift.” 

The first of these systems is a deposit 
with the government post-offices. When 
the deposits amount to Zt, 2% per 
cent. interest is allowed and the interest 
is compounded yearly. The deposits 
may go to the extent of £200 when in- 
terest ceases. In American money this 
would be practically that interest would 
begin on $5, and cease when the depos- 
Money can be with- 


drawn through the same offices. 


its reached $1,000, 


The second system, provides for the 


ee 


purchase by the ‘* people ” of ** govern- 
ment stock " An investor can only pur- 
chase £100, or $500, in one year, and is 
limited to £30¢, or $1,500. 
est is 234 percent. and is paid quarterly. 


The inter- 


These purchases are made through the 
post-offices, and a small fraction of one 
per cent. is charged the purchaser for 
conducting the business. The prices 
charged for this stock is the ‘‘current 


” 


daily price.” Sales of the stock can 
also be made through the same offices, 
for which a small fee is charged. 

The third system covers the issuance 
of policies of life insurance, and the 
granting of annuities by the “govern- 
A fixed rate is stated and also 
The rates are graded to cover 


ment.” 
a limit. 
males and females and are issued at any 
age from five years up. 

All of these systems work well after 
many years of trial, and subserve a good 
purpose for the people. A very large 
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sum is thus covered into the ‘‘govern- 
ment” treasury. 

In this country there is no system ex- 
istent for the promotion of “ thrift,”’ 
save that which exists-under the man- 
agement of private corporations, over 
which there is a limited control by state 
governments. This control has _ not 
been sufficient in all cases to save the 
people from loss. Even national (gov- 
ernment) banks when they fail put the 
money of time depositors in jeopardy, 
and great delay follows before even a 
very small per cent. can be paid. This, 
of course, cannot always be helped, for 


- it takes time to convert the bank’s in- 


vestments. The same may be said of 
failed savings banks. 

It would seem from the ‘* public sen- 
timent” which has been expressed 
through the ‘‘public journals” that a 
time has arrived when it would be em- 
inently proper for the United States 
government to adopt a system whereby 
the ‘‘people” could at their option in. 


vest in its securities. Such a system 


should start with the advantage of great 
simplicity, so that the plain man, the 


wage earner, the uneducated and the 
laborer could easily understand the char- 
acter of the security and the method 
whereby he or she could purchase. The 
following outline of a system of govern- 
ment securities for the ‘‘people” might 
serve the purpose: 

First. Let the secretary of the treas- 
ury be authorized by congress to issue 
in small amounts bonds bearing interest 
to the amount of at least two hundred 
millions of dollars, payable on or before 
fifty years. 

Second. The interest should be 3 65- 
10oc per cent. or one cent per day per 
hundred dollars. This interest should 
be payable semi-annually. 

Third. These bonds should be sold 
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through the national banks and sub- 
treasuries at par and accrued interest 
only. This price should be universal 
and the bonds should be guarded from 
speculative prices. 

Fourth. The national banks and sub- 
treasuries should be required to pay par 
and accrued interest for the bonds to 
the people when they wish to sell. 

Fifth. No charge should be made to 
A 
sufficient payment would accrue to the 
banks and the government in the accru- 
ing interest while in their hands. 

The foregoing is the crude outline of 
the system suggested which could be 
filled in with such details of guard, 
against fraud andso forthas would natur- 


the purchaser or seller of the bonds. 


ally be suggestive to the experts of the 
treasury department, 

What is wanted is a safe security for 
the investment of the savings of the 
‘*people,”’and what could be better than 
an investment in the very government 
of which the people form the most im- 
portant part? It is co-operation of the 
very highest degree. 
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Patriotism must be dependent upon 
love of country, but in a great country 
like ours made up of cosmopolitan in- 
habitants, it would seem that some col- 
lateral influence should be exerted upon 
these people to wed them more closely 
to theircommon country. Can there be 
anything more influencing than self in- 
terest. Put into the pockets of the 
‘*people” the government, and they will 
shout and fight fer it with all their 
might. 

The national bank currency weds the 
people of this country together as no 
other system of finance has ever done 
Now go a step further and in- 
corporate the people in the government 
itself by putting its securities in their 
pockets, and there will be secured a 
loyalty of a high character on the part 
of all classes, no matter in what part of 
the country they may reside. Citizens 
of every state will be citizens interested 
in every state. 


before. 


Wi.uis A. BARNES, 


New York City. 
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THE MASSACHUSETTS CO-OPERATIVE BANK LEAGUE. 


Report of Annual Meeting held at Boston, January 26, 1894. 


Unusual interest attended the proceedings of 
he Massachusetts Co-operative Bank League, 
vhich held its annual session in Boston on the 
20th of January. The afternoon meeting was 
called to order by President Marcellus Coggan 
at 2 o'clock in the Wesleyan Hall committee 
oom, 36 Bromfield street, the attendance being 
arger than in former years, over 30 banks being 
represented. 

The first business transacted was to change 
the hour of the annual gathering from 2 p. m. 
to 11 o'clock a. m,, in order to better accommo- 
date out of town delegates. 

A variety of topics were then discussed, 
among them the question as to whether it was 
good policy to issue shares to persons as trus- 
tees, the idea being that in some cases this form 
of shareholding was used as a cloak in order to 
secure more than 25 shares—the limit prescribed 
by law tor one person, 

In the matter of the withdrawal of deposits, it 
was developed that many secretaries do not re- 
quire the 30 days’ notice provided by the stat- 
utes, and in some instances have found them- 
selves embarrassed by neglecting to follow this 
safe course. 

The blank for the annual report to the bank 
commissioners, wherein it calls for a statement 
of receipts and disbursements in a form declar- 
ed by some not to be in consonance with the 
real condition of affairs, was criticised more or 
less, but, after considerable discussion, the sub- 
ject was postponed without any action. 

An inquiry disclosed the fact that while cer- 
tain banks adhere firmly to the rule that pass- 
books must be presented whenever dues are 
paid, a majority accept money without the 
books, although the latter method causes much 
more labor for the banks. 

In the retirement of shares a discussion 
showed that most banks retire by shares and not 
by shareholders. 

In making loans the general practice is to de- 
clare in open meeting the total sum to be dis- 
posed of and then not to allow any one bid to 
exceed $2,000. Some banks, however, loan $5,- 
000 on one bid. 

The speeches on these subjects were short and 
to the point and nearly every delegate present 
expressed his views. 


PAPER ON THE STATE LEAGUE, 


The only formal address of the afternoon was 
a paper by Mr. Benjamin H. Jones, secretary of 
the West Roxbury Co operative Bank on ‘‘The 
State League—Its Advantages and Opportuni- 
ties,” in which he said: 

“The importance of the co-operative bank 


system of saving and loaning money and the 
substantial public good it confers, cannot be 
overestimated or denied, and it is a privilege to 
meet here those who have contributed so largely 
toward estabiishing the co-operative banks of 
Massachusetts in their present strong position. 

“‘The institution of the Massachusetts League 
of Co-operative Banks was a wise movement, 
and it is certainly for the mutual advantage of 
all the banks in this state to give its officers 
hearty support and encouragement, and extend 
its influences in promoting the highest interests 
of the banks. 

‘‘We meet here under its auspices, represen- 
tatives of banks carried on under widely varied 
conditions in dilferent parts of the state, for 
mutual counsel, support and encouragement, 
and te compare notes on our practical experi- 
ences in managing the numerous details of the 
peculiar features of the system with its delicate 
adjustment of means to ends. 

‘‘Here we have an excellent opportunity to 
meet those who have been interested in the suc- 
cess of the system from its earliest efforts, to 
enlarge our sphere of observation and profit 
mutually by wise consideration of questions 
concer. ing the administration of the trusts 
placed in our keeping. 

‘It remains largely with those interested as 
we are that the banks are conducted upon a safe 
basis, managed honestly and on sufficiently con- 
servative lines while they perform a very im- 
portant duty in the receipt and distribution of 
the savings of the people, for if dishonestly 
managed or stripped of the safeguards wisely 
placed around them, the injury they may do 
can only be limited by the extent of their oppor- 
tunity. 

‘It has been said, ‘Watch the corners and the 
middle will take care of itself,’ and therein lies 
one of the important functions of the league. 
The statutes governing the co-operative banks 
in this state have been several times altered 
and amended since the firstestablishment of the 
system upon a legal basis, but there are still 
many things that need correction and clearer 
expression for the comprehension of the ordi- 
nary citizen, while much liability to litigation 
might be avoided by wise addition to the stat- 
utes covering certain points. At the public 
hearings where these amendments and additions 
are discussed it is a great advantage and impor- 
tant to the interests of the co-operative banks 
that they should be represented, as it is intend- 
ed by the league, by persons of experience and 
knowledge of what the case required. The 
wisest of committees find difficulty in compre- 
hending the whole bearing of the changes de- 
sirable to be made, and, though as a rule they 
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may be relied upon as favorable to the objects 
of the banks, they are liable to complicate and 
place hindrances rather than helps in the way 
through misunderstanding the peculiarities of 
the system and from lack of practical experi- 
ence in management. If the banksare liable to 
suffer thus from their friends in the first step be- 
fore reaching the Legislature how much more 
important they should be represented and pro- 


tected when attempts are made to foist upon. 


the public schemes originating in greed and 
avarice. When bad men conspire, good men 
must combine, and the disappointment and suf- 
fering which such schemes cause can be largely 
averted, and we must be prepared in season 
with organized opposition to these attempts 
against the peace and prosperity of the people. 
The league also constitutes an important centre 
of information from which to correctly and fully 
acquaint the public of the working and plans of 
the system, and through the press and by pro- 
moting public meetings diffuse information 
which is only to be more systematically and 
widely distributed to have more persons appre- 
ciate and avail themselves of the opportunities 
that the banks offer. 

‘*Let us be thankful for the work accomplish- 
ed by fhe Massachusetts league, strengthen 
and support it for the good work it has done, 
and encourage its officers in the new year before 
them, remembering our individual connection 
with it and our relations to it as a bank, and 
that in supporting it we are, through the co-op- 
erative system, promoting the cause of the 
higher ideal of home, the corner-stone and only 
sure foundation of the republic we love.” 


ANNUAL DINNER, 


The members sat down to the annual dinner 
at the American House at 7 o'clock, the mem- 
bers being augmented by numerous late arri- 
vals, and the special guests of the occasion being 
Mr. Robert Treat Paine and Mr. J. Watts Rob- 
inson, the mathematician. 

EVENING ADDRESSES. 

In opening the after-dinner exercises Presi- 
dent Coggan said he believed that, next to home 
influence, the school and the church, the co- 
operative banks are doing the most important 
work toward extending and intensifying Amer- 
ican citizenship. They are one of the most val- 
uable institutions of our country. Everybody 
must have been impressed by their stability in 
the recent financial depression, during which 
they stood unmoved, unshaken and almost un- 
touched. They are founded upon the solid rock 
of absolute security. They offer to the laboring 
man an opportunity he can get nowhere else, 
and teach the young man lessons of saving and 
citizenship. President Coggan extended a wel- 
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come to all present, and hoped that the influ 
ence of the league would extend further and 
deeper as the years advance. 

Mr. Robert Treat Paine was then introduced, 
and made a very interesting address. He ex- 
pressed a feeling of inspiration in meeting men 
representing the co-operative banks of the dear 
old commonwealth. They are, he said,guiding 
one of the greatest forces tending to improve 
the condition of the working people of Massa- 
chusetts. The present distress, he thought, 
may prove a benefit in the end in the lesson 
that is taught through suffering. People have 
said they could not save anything. They have 
been forced to economize, and have been com- 
pelled to do what they have heretofore declared 
was impossibie. When good times return shall 
they not have learned that in days Of prosperity 
it is wise to lay by a portion of their earnings? 
This league, Mr. Paine thought, might be of 
great use in promoting the building of small 
houses. In its operations there had been some 
foreclosures, but the trouble was people at- 
tempted to build too costly houses. It was of 
infinite importance, he said, to make the first 
step in saving easy. He declared that, accord- 
ing to the statement of Labor Commissioner 
Wadlin, there are in Boston 1,700 families liv- 
ing in houses that were an indictment to the 
city and unfit for the habitations of American 
citizens. He urged the co-operative banks to 
support the public authorities in destroying 
these miserable structures, and to go ahead 
vigorously in their noble work of adding to the 
number of residences worthy of the name of 
home 

The reading of a humorous poem followed 
the address. 

Mr. Robinson then spoke briefly on methods 
of keeping accounts and computing interest, 
and announced the preparation by himself of a 
series of interest tables for the use of co-opera- 
tive bank officers. 

The experience of various banks in changing 
their system of bidding off money from a prem- 
ium to a regular rate per cent. plan was given 
by several secretaries, and their verdict was 
that the simple rate per cent. plan is more easily 
understood by the borrower, and lessens the 
labor of bank bookkeeping. 

Mr. Dwight O. Judd, who was to have read a 
paper oa ‘‘Fines,” was ill and unable to be 
present. 

The choice of officers for the ensuing year re- 
sulted in the re-election of Mr. Coggan as presi- 
dent and Mr. Eldredge as secretary and treas- 
urer of the league, with the following executive 
committee: Messrs. T. J, Hastings, Benjamin 
H. Jones, Joseph E. Beals, James S. Sturtevant 
and Charles R. Price. 

Messrs. Walter B. Foster of Hingham and D. 
Eldredge of Boston were selected as delegates 
to the national convention in Buffalo in July. 
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CURRENT LEGAL DECISIONS. 


pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. 


herein, will be furnished on application. 


) The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. 


Furtherinformation regarding any case published 


LIEN OF CORPORATION ON STOCK FOR STOCKHOLDER'’S 
INDEBTEDNESS. 


fHE DOCTRINE OF THE SUPREME 


COURT OF MISSOURI UPON THE SUBJECT AS RECENTLY 


ANNOUNCED, 


Brinkerhoff- Faris Trust & Sav. Co. v. Home Lumber Co., Supreme Court of Mis- 
souri, Division No. 2, December 7, 1893. 


1. Under Rev. St. 1879, § 709, authorizing the direc- 
tors of « business corporation organized under ar- 
ticles 1 and 8 of chapter 21 to make by-laws “directing 
the manner of taking votes of stockholders on the 
juestion of increasing or diminishing the number of 
lirectors or trustees, or of changing the corporate 
name," they have no power to impose conditions on 

e transfer of Stock. 

2. A business corporation cannot make it a condition 
f transferring stock that the holder shall first have 
offered 1t to the directors, and shall have paid all his 
indebtedness to the corporation, 

. When no restriction is placed by state law on the 
transfer of corporate stock, one who purchases such 
stock is not affected by any contractual restriction on 
the powers of transfer of which he has no notice. 

4. Where a corporation adopts a by-law making 
transfers of stock subject toa lien for any indebted- 
ness of the owner to the corporation, and resolves that 
such by-law be printed on all certificates of stock as a 
notice to purchasers of the existence of such lien, it 

innot claim the lien as against an innocent purchaser 
of stock, the certificate for which was thereafter issued 
without containing such conditions, 

. The measure of damages for the conversion of 
stock, if it has no market value, is its actual value, 
which may be established by proof of its dividend- 
earning capacity,the value of the corporate assets, 
ind individual sales not under compulsion. 

. In the absence of evidence of actual sales, the par 
value of paid-up stock is presumptively its market 
value. 


Action by the Brinkerhoff-Faris Trust 
Company for the conversion of corporate 
stock of the Home Lumber Company, 
pledged by one Cleland, a stockholder, 
with the plaintiff company as collateral 


security for a loan of money and subse- 
quently bought in by it. Transfer of 
the stock on the books was refused plain- 
tiff by the Home Lumber Company be- 
cause Cleland, the pledging stockholder 
was indebtea to it, and it claimed a lien 
on the stock by virtue of its by-laws; 
also because, by another by-law, the 
stockholder was restricted from selling 
his stock to any outsider, until he had 


first offered it for sale to every member 
of the board of directors. 

The following by-laws of the Home 
Lumber Company 
prior to the issue of the stock involved: 


were in existence 


“Any shareholder shall not sell nor assign any of his 
or her certificates of stock to any person not already 
a stockholder unless he or she shall have first offered 
the same to the board of directors and the purchase 
thereof been refused by each and every member 
thereof at the price offered by any other person.” 

“Art. 10, Section 1. The stock of this company shall 
be transferred only on the books of the company, and 
any traasfer of stock shall be subject to the lien of the 
company thereon for any indebtedness due the com- 
pany from the holder. * * *” 

“Resolved, that section 1, article 10, of the by-laws 
first adopted, be written or printed on all certificates 
of stock of said Home Lumber Company, as a notice 
to purchasers of said stock of the lien of the company 
for any indebtedness of the holder thereof to the com- 
pany.” 
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Section 1 of article 10 of the by-laws 
was adopted in July, 1884, and none of 
the stock in this controversy was issued 
till May, 1885 and a portion in 1886; 
but neither of these certificates had sec- 
tion 1, art. Io, either written or printed 
on it. The testimony fails to show any 
notice to plaintiff of the existence of 
either of the by-laws mentioned, or of 
Cleland’s indebtedness to the 
company, prior to taking the stock as 
security. 

Plaintiff had judgment, which is now 
affirmed. The opinion of the court by 
Gantt, J., is as follows: 


By-law, restricting transfer by stotkholder 
while indebted to corporation, or until 
first offered fcr sale to directors, ts 
without legal authority and not binding 
either on stockholders or purchasers. 


The defendant is a business corpora 
tion organized and existing under 
the provisions of article 8, c. 21, Rev. 
St. 1879, and the general provisions of 
article 1 of said chapter 21 so far as ap- 
plicable. By section 709, Rev. St. 1879, 
the directors of a corporation like this 
are only empowered ‘‘to make by-laws 
directing the manner of taking votes of 
stockholders on the question of increas- 
ing or diminishing the number of direc- 
tors or trustees, or of changing the cor- 
porate name.” The power to make all 
other needful or necessary by-laws is 
conferred upon the corporation itself, 
and can only be exercized by the stock- 
holders. Rex v. Westwood, 7 B.ng. 1; 
Salem Bank v. Gloucester Bank, 17 Mass. 
1,9; Carrollv. Bank, 8 Mo. App. 249; 
State Sav. Ass'n v. Nixon- Jones Printing 
Co., 25 Mo.App.642; Albers v. Exchange, 
39 Mo. App. 583. It was very clearly 
pointed out by Judge Hayden in Carroll 


v. Bank, supra, that in the cases of Me- 


lumber | 
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chanics’ Bank v. Merchants’ Bank, 45 Mo. 
513, and J/usurance Co. v. Goodfellow, 9 
Mo. 149,and Spurlock v. Railroad, 61 Mo. 
326, the directors in each case received 
their authority to make the by-laws in 
question in those cases directly from the 
legislature. It is very clear that the at- 
tempt of the directors of the defendant 
company to adopt the by-laws restrict- 
ing the rights of its stockholders to con- 
vey their stock to any one until the said 
directors had refused to purchase it, or 
while indebted to the corporation, was 
without warrant or authority of law, 
and, as such, is not binding, either on 
the stockholders or those 
from them, 
right to pass such a by-law. 
Bank, 52 Mo. 377. 


purchasing 
The company itself had no 
Moore v. 


Unless public law restricts transfers, fur 
chaser without notice takes stock free of 
lien asserted by by-law, or valid agree- 
ment between stockholders, 


But it is claimed by appellant that the 
so-called by-law and the resolution, al- 
though not valid as a by-law, is never- 
theless binding as a valid agreement on 
all who were parties to it; and that, as 
Mr. Cleland was then. the president of 
defendant, and a director, he was bound 
by it, and that plaintiff, as a purchaser 
from Cleland, took only an equity, and 
was chargeable with notice of this lien 
asserted by defendant; and that, as the 
certificates of stock are not negotiable 
papers, plaintiff cannot occupy the posi- 
tion of an innocent purchaser for value 
and without notice. It is true that cer- 
tificates or shares of stock are not sfrict- 
issimi juris negotiable paper, but they 
approximate to it as nearly as practic- 
able. In Lanier v. Bank, 11 Wall. 369, 
the supreme court of the United States 
said: 
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‘The power to transfer stock is one of the 
most valuable franchises conferred by congress 
upon banking associations. Without this power 
it can readily be seen the value of the stock 
would be greatly lessened; and obviously, what- 
ever contributes to make shares of stock a safe 
mode of investment, and easily convertible, 
eer * Rei 


obedience to their requirement that stock certifi- 


tends to enhance their value. 


cates of all kinds have been constructed in a way 
to invite the confidence of business men, so that 
they become the basis of commercial transac- 
tion in all the large cities of the country, and 
are sold in open market, the same as the securi- 
ties. Although neither in form nor character 
paper, they 
nearly as practicable.” 


negotiable approximate to it as 


It has been uniformly ruled in this 
with the exception of I/I’Aite v. 
Salisbury, 33 Mo. 150, that in the ab- 


state, 


sence of a legislative enactment restrict- 
ing the transfer of stock to any particu- 
lar mode, the transfer is complete on 
delivery of the certificate with power to 
transfer, and the payment of the pur- 
chase money, not only between vendor 
and vendee, but when the corporation 
has unjustifiably refused to make the 
transfer on its books against a creditor 
of the vendor who,without notice of the 
transfer, attaches the stock. J/asurance 
Co. v. 
v. Harris, 20 Mo. 382; 


Goodfellow, 9 Mo. 149; Spring Co. 
Moore v. Bank, 
52 Mo. 379; Bankv. Richards, 74 Mo.77, 
approving same case in 6 Mo. App. 454; 
Wilson v. Railway Co.,108 Mo. 588, 18S. 
W. 286. See, also, West Nashville Plan- 
ing-Mill Co. v. Nasnville Sav. Bank, 86 
Tenn., 252, 6 S. W. 340; /ohuston v. 
Laflin, 103 U. S. 800; Webster v. Upton, 
91 U.S. 65; Anglo Californian Bank v. 
Grangers Bank, 63 Cal. 359. So that we 
think it can now be safely affirmed that 
when no restriction is placed upon trans- 
fer of stock by the public law of the 
state, of which all are bound to takeno- 
tice, or the transferer of the stock is not 
bound by a valid contract of restriction 
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of which the transferee or assignee has 
notice, one who purchases a certificate 
of stock, receives and pays for it, is not 
bound by any restriction or lien of which 
he has no notice. The spirit of all mod- 
ern legislation is opposed to secret liens. 
At common law a corporation has no 
lien on the stock of its stockholders for 
any indebtedness to it. Accordingly, 
when such a lien is asserted, it should 
clearly appear to be authorized by pub- 
lic law, or by a duly-adopted by-law, or 
valid agreement, of which the purchas- 
ers of the stock have notice. None of 
these conditions existed as to the stock 
in suit when it was transferred as secur- 
ity for plaintiff's loan, and consequently 
plaintiff took it without being bound by 
the so called by-law and resolution. 

By section 739, Rev. St. 1879, this 
stock was expressly declared to be per- 
sonal estate,and transferable in the man- 
ner prescribed by the by-laws, and no 
until all 
previous calls thereon should be fully 
The only restriction on the trans- 
fer by this section is 


shares should be transferred 


paid. 
the stock 
which was not fully paid up,—a restric- 
tion not applicable here, because this 
stock was fully paid upin the beginning. 
The purpose of permitting the company 
to require a transfer on the books was 


upon 


clearly to advise the company of the 
change of ownership, in order that only 
the owners of the stock should partici 
pate in the corporate election, and to 
enable the corporation to pay dividends 


without risk, or make assessments upon 
the holders of the stock; but certainly 


it was not intended that under this 
power to regulate transfers the company 
should create or reserve a secret lien 
upon the stock. Without reference to 
its quasi-negotiable character, the pledge 
or sale of this stock was simply a pledge 


or sale of personal property, and the 
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pledgee or vendee without notice of the 
lien took it discharged therefrom. He 
did not purchase a mereequity in paper, 
but he purchased personal property. If 
that property was bound by a lien of 
which he had lawful notice, he took sub- 
ject to it; and if he had no such notice 
he took it discharged therefrom. The 
mere recital that “it was only transfer- 
able on the books of the company” was 
not notice, either of a restriction on sale, 
or ofalien thereon. Nor are we im- 
pressed with the equity of defendant's 
claim. It urges that it permitted Cleland 
to become indebted to it because he 
owned the stock, and yet it permitted 
him to remain its ostensible owner, and 
exacted neither pledge nor mortgage on 
it, although aware that there was noth- 


ing on the face of the stock to indicate 


it had or claimed a lien on it. Against 
an innocent subsequent purchaser there 
would seem to be little to commend de- 
fendant’s claim to a court of justice. 
Bullard v. Bank, 18 Wall. 589; Driscoll 
v. Manufacturing Co, 59 N. Y. 81; 
Moore v. Bank, 52 Mo. 377. 


Even tif corporation had lien by by-law, it 
waived it by omitting to print notice on 
certificate 


2. But upon another ground we think 
plaintiff ought not to be subject to the 
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lien of Cleland’s indebtedness. The 
defendant had attempted to adopt this 
by-law and resolution, which required 
said ‘‘section 1 of article ro” to be print- 
ed on the face of this stock, and yet is- 
sued it afterwards without these condi- 
tions printed on it. Its conduct in this 
respect can only be construed, as to all 
subsequen* purchasers of this stock, as 
By the clearest 
principles of right it is estopped from 


a waiver of its by-law. 


asserting this lien now, as against plain- 
Bank vy. 
Pinson, 58 Miss. 421; Moore v. Bank, 
52 Mo. 377; West Nashville Planing- 
Mill Co. v. Nashville Sav. Bank, 86 
Tenn. 252, 6 S. W. 340; Anglo-Califor- 
nian Bank v, Grangers’ Bank, 63 Cal. 
259; Bank v. Durfee, (Mo. Sup. ; filed 
Dec. 7, 1893,) 24 S. W. 133. The court 
correctly declared the law to be that, 
unless plaintiff had notice.of the indebt- 


tiff, who was without notice. 


edness of Cleland, and of the by-law of 
July 1, 1884, before it took the stock as 
collateral, then it was not bound by said 
by-law, and refused the instruction as 
serting a contrary principle. 

3. The remaining question relates to 
the method of fixing the value of the 
stock for the purposes of assessing the 
(Consid- 
Point decided, stated 


damages for its conversion, 
eration omitted. 
in syllabus.) 
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LIEN OF MISSOURI BANK ON STOCK, BY VIRTUE OF BY-LAW, 


(Read in connection with Brinkerhoff v. Home Lumber Company, published avnZe.) 


Bank of Atchison County v. Deitz, et al. Supreme Court of Missouri, Division No. 
2, December 7, 1893. 


Rev. Stat. 1879, C. 21, § 739, provides that the stock 
ompany fermed under that act, shall be personal 
tate transferable as prescribed by the company’s 
s, but that no shares shall be transferred until all 
evious calls-are paid. Section 706 permits a com- 
I make by-laws not with the 
existing laws, for regulation of its affairs and transfer 
fits stock. JZ/eld, that a bank organized under the 
could not, as against pledgees of the stock without 
tice, ordain that no transfer of stock should be al- 
»wed as long as the holder was indebted to the bank, 


ny to inconsistent 


nd that the bank reserved a lien on all stock for such 


lebtedness. 


Action by the bank of Atchison county 
to enforce a lien on its stock, held by de- 
féndants as pledgees, because of indebt- 
edness of one Wanschaffe, the pledging 
stockholder, to the bank. 

The opinion of the supreme court is as 


follows: 


Missourt statute confers no power on bank 
to create lien for indebtedness, by by- 
law. 


It is claimed that the court erred in 
finding for Deitz and Kenirim as to the 
25 shares of stock embraced in certificate 
No. 
agreed to, adopted and used by all of 


28, because, under the by-laws 
the stockholders, directors and officers 
of the bank, Wanschaffe being one of 
them, a lien was reserved upon all the 
stock for all debts owing to the bank by 
stockholder, and that such stock 
could not be transferred until such lia- 
bilities were paid. Section 739, Rev. 
St. 1879, c. 21, under which the plaintiff 
was organized, provides that *‘ the stock 


any 


of every company formed under this act 


shall be deemed personal estate, and 
shall be transferable in the manner pre- 
scribed by the by-laws of the company, 
but no shares shall be 
all previous calls thereon 
fully paid in.” 
that every corporation shall keep a book 


transferred until 
have been 
Section 720 provides 


_in which the transfer of the stock shall be 


registered, and another containing the 
names of the stockholders, which shall 
be kept open thirty days previous to an 
election for examination by stockhold- 
ers; while section 706 provides that a 


ae 


corporation may make by-laws “‘ not in- 
for the 


for the 


consistent with existing law, 


regulation of its affairs and 
transfer of its stock.”’ 

The sections of the by-laws relied 
upon by plaintiff provide that no trans- 
fer of stock shall be allowed or valid as 
long as the holder is in arrears to the 
bank, or in any form indebted to it, 
and that the bank reserves a lien upon 
all stock issued or heid by any stock- 
holder for the security of any debt 
owing in any form to said bank by such 
stockholder, whether the same be due 
or not due, or whether such liability be 
created before or after the issuance of 
such stock certificate. The corporation 


had no power or authority under its 
charter to provide by ordinance that no 
transfer of stock should be allowed as 


long as the holder was in arrears to the 
bank or indebted to it, and that the 
bank reserved a lien upon all stock is- 
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sued or held by any stockholder for the 
security of his indebtedness to the bank, 
as no such power was conferred upon 
it by the statute under which it was or- 
ganized. When the law says that the 
stock shall be transferable in the man- 
ner prescribed by the laws of the cor- 
poration, it simply means the way in 
which it shall be transferred—by entry 
in the books o: otherwise; but it is not 
to be inferred therefrom that the corpor- 
ation had any authority to attach to 
such stock a lien in its favor, and es- 
pecially is this so as against an inno- 
cent holder for value. The stock was 
personal property, and as was held by 
this court in the case of Moore v. Bank, 
52 Mo. 377, the right of alienation is an 
incident to it, ‘‘and a by-law prohibit- 
ing this right, or imposing any restric- 
tions upon its exercise, would be in re- 
straint of trade, and against public 
policy, and therefore void. Whether 
the legislature could authorize such re- 
straint is not involved in this record, 
and need not be passed on. The com- 
pany had no power, as a cumulative 
mode of transfer, to have it placed upon 
the books of the company. But, whether 
so entered or not, the title to the stock 
as between the former owner and the 
purchaser, would pass by sale or trans- 
fer by him or under his authority. See 
Insurance Co. v. Goodfellow, 9 Mo. 149.” 
Spring Co. v. Harris, 20 Mo. 383; Brink- 
erhoff-Farris Trust & Sav. Co. v. Home 
Lumber Co. (Div. No. 2, Dec. 7, 1893,) 24 
S. W. 129. 

In the case of Bank v. Pinson, 58 Miss. 
421; the plaintiff's charter provided for 
a directory and a president, who were 
empowered to make ‘all needful rules 
and by-laws for the management of the 
business of the company, and the mode 
and manner of transferring stock.” 

Under this provision the corporation 
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created a by-law that ‘‘ the stock of the 
company shall be assignable only on the 
books of the company, and no transfer 
of such stocks shall be made by any 
stockholder who shall be indebted to the 
company, and certificates of stock shal! 
contain upon them notice’of this pro- 
vision.” Certificates of stock 
corporation were issued to C., duly au- 
thenticated, and reciting the number of 
shares to which he was entitled, their 
nominal and that they were 
** transferable at the office, in person or 
by attorney.” C borrowed money, and 
assigned the certificates to the person 
from whom he borrowed money as col- 
lateral security, and when the certifi- 
cates of stock were presented to the 
bank for transfer on the books it was 
refused, and he brought an action for 
damages for such refusal. The bank 
defended on the ground that C was in- 


in the 


value, 


debted to it in an amount exceeding the 
value of his stock, and that under the 
by-law above quoted it had a lien upon 
his stock for his indebtedness, and that 


At the 
time of the assignment the person to 
whom it was assigned had no actual no- 
tice of the lien claimed by the bank on 
C’s stock. It was held that the assignee 
of the stock did not have constructive 
notice by the charter that there would 
be any by-law preventing a stockholder 
indebted to the bank from disposing of 
his stock, but only that there would be 
some regulation of the mode and man- 
ner of the transfer, and that she had the 
right to presume that such regulation 
was announced in the certificate in the 
words, ‘‘transferable at the office in per- 
son or by attorney,” and was not bound 
to inquire any further; and, she being 
an innocent purchaser for value without 
notice, actual or constructive, of the 
bank’s lien on the stock, was not to the 


he could not transfer his stock. 
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extent of her lien affected thereby. It 
was held by the supreme court of Cali- 
fornia in the case of Anglo-Californian 
Bank v. Grangers’ Bank, 63 Cal. 359, 
‘that the defendant might make by-laws 
regulating the transfer of stock, but it 
could not, under the power to regulate 
stock, create a secret lien upon it, which 
would adhere toitinthe hands of abona 
fide purchaser for value and without no- 
tice.” The same rule is announced in 
Bullard v. Bank, 18 Wall. 589, and in 
Driscoll v. Manufacturing Co., 59 N.Y. 


96, in which it was held that a corpora- 


tion could not, under the power to make 
laws for the regulation of the transfer of 
the stock, ‘‘create or declare a lien upon 
the stock by by-law, nor refuse to per- 
mit a transfer until the indebtedness of 
the stockholder to thecompany be paid.” 
Restrictions upon the transfer of such 
stock must have their source in legislat- 
the corporation itself 
could not create such impediments. Car- 
roll v. Bank, 8 Mo. App. 249. The plain- 
tiff had no claim to a lien uponthe stock 


ive enactment; 


at common law, and, unless such lien 


was given by statute, it had none; and 
a by-law declaring such lien in favor of 
the company, being without authority, 
express or clearly implied, would be an 
interference with the common rights of 
property and the dealings of third per- 
sons, and would prevent the transfer 
and delivery of property. Bank v.Smith, 
19 Johns. 115; Driscoll v. Manufactur- 
ing Co., supra. The cases of Mechanics’ 
Bank v. Merchants’ Bank, 45 Mo, 513, 
and Insurance Co. v. Goodfellow, g Mo. 
149, relied on by plaintiff. as holding to 
a differentrule, were bottomed upon an 
express provision in the charters of the 
companies giving them the authority to 
adopt the by-laws prohibiting the trans- 
fer where the owner was in debt to the 
company. It makes no difference ,hhow- 
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ever, how the indebtedness arose, 
whether by contract or by embezzling 
the moneys of the banks. Mechanics’ 
Bank v. Merchants’ Bank, supra. 


By-law giving lien, although passed without 
authority, nevertheless binding on stock- 
holder who was party to its passage, 
and on purchasers from him with no- 
tice. Purchasers without notice, how- 
ever, not bound. 


As between tne plaintiff and Wans- 
chaffe, we think the by-law providing 
or alien in favor of the bank upon the 
stock for the unpaid indebtedness, al- 
though passed without authority, was 
binding on him and purchasers of the 
stock from him with notice of such lien. 
At the time of the adoption of the by- 
law he was an officer of the bank, and 
continued to be such for many months 
thereafter, and was at the time of the 
transfer of the stock in controversy. As 
he was a party to the passage of the by- 
law, and always recognized it as being 
in force, he should not now be heard to 
say that it had never been legally adopt- 
ed. 

The purpose of requiring the transfer 
of the stock on the books of the bank 
was for its benefit and those dealing 
with it, that they might know who were 
the shareholders entitled to vote at the 
meetings and receive dividends. The 
defendants in this appeal were holders 
of the shares in good faith, for value, 
and without notice. The stock was de- 
livered into their possession,as well also 
as a mortgage thereon executed by 
Wanschaffe, all of which were subse- 
quently placed by them in the vault of 
the bank for safe keeping, with the 
knowledge of the bank. The stock, 
under the statute, is declared to be per- 
sonal property, and passed to the de- 
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fendants, who were innocent holders, 
without being affected by any security 
lien in favor of the plaintiff. ‘‘Such 


certificates,” says Davis, J., in Bank v. 
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Lanier, 11 Wall. 377, ‘‘although neither 
in character nor form negotiable papers, 


approximate to it as near!y as practic- 
able.” 


SAVINGS BANK DEPOSITS IN NATIONAL BANKS. 


THE NEW YORK STATUTE 


TIONAI, BANKS, 


CONSTRUED 


TO 


ALLOW SAVINGS BANKS TO DEPOSIT IN NA- 


AND THE PROVISION CREATING A PREFERENCE IN PAYMEMT IN CASE 


OF INSOLVENCY OF THE NATIONAL BANK, UPHELD. 


Elmira Sav. Bank v. Davis, N. Y. Supreme Court, General Term, Fourth Depart- 


ment, 


1. Laws 1892, Cc. 689. § 118, provides that the trustees 
of any savings bank may “deposit in any bank 1n this 
state organized under any law of this state or of the 
United States” a sum not exceeding 25 per cent. of its 
paid-up capital. Seetion 130 provides that all the prop- 
erty of “any bank’ which shall become insolvent 
shall, after providing for payment of its circulating 
notes, if it has any, be applied first to the payment in 
full of money deposited therewith by any savings 
bank. AHe/d, that the term “any bank,’ as used in 
section 130, applies to “national banks.” 

89, § 130, Which provides that aclaim 
by a savings bank as a depositor ina national bank 
shall be a preferred claim in case the national bank 
becomes insolvent, does not interfere with the utility 
of national banks as an instrumentality of govefn- 
ment, since no possessory right is given until after the 
insolvency of the national bank. 

. Such statute dees not conflict with Rev. St. U. S. 
§§ 5236, 5242, Which provide that claims against an in- 
solvent national bank shall be paid pro rata, and that 
any transfer of its property, made with the intent of 
preferring creditors shall be void, as the acceptance 
of a deposit from a savings bank is with knowledge of 
the statute, whereby an equitable lien is created in 
favor of the savings bank. Scott v. Armstrong, 146 
U. S. 490, applied. 


2. Laws 1802, ¢c. ¢ 


Submission, without action, of a con- 
troversy between the Elmira Savings 
Bank, as plaintiff, and Charles Davis, 
receiver of the Elmira National Bank, 
as defendant. Judgment for plaintiff. 

Merwin, J. By section 130 of the 
banking law (chapter 689 of the Laws of 
1892) it is psovided as follows: 


December 8, 1893. 


‘Sec. 130. Debts due savings banks from in- 
solvent banks preferred. All the property of 
any bank or trust company which shall become 
insolvent, shall, after providing for the payment 
of its circulating notes, if it has any, be applied, 
by the trustees, assignees or receiver thereof in 
the first place,to the payment in full of any sum 
or sums of money deposited therewith by any 
savings bank, but not to an amount exceeding 
that authorized to be so deposited by the pro- 
visions of this chapter, and subject to any other 
preference provided for in the charter of any 
such trust company.” 


By section 11:8 of the same act, it is 
provided that the trustees of every sav- 
ings bank— 


‘*Shall as soon as practicable invest the mon- 
eys deposited with them in the securities author- 
ized by this article; but for the purpose of meet- 
ing current payments and expenses in excess of 
the receipts, there may be kept an available 
fund not exceeding ten per centum of the whole 
amount of deposits with such corporation, on 
hand or deposit in any bank in this state organ- 
ized under any law of this state or of the United 
States, or with any trust company incorporated 
by any law of th@state; but the sum so depo- 
sited in any one bank or trust company shall 
not exceed twenty-five per centum of the paid- 
up capital and surplus of any such bank or com- 
pany.” 


Provisions to the same effect existed 
in chapter 409 of the Laws of 1882, 
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which was in force up to the passage of 
the act of 1892. 

It is claimed on the part of the plain- 
tiff that section 130 applies to national 
banks as well as state banks, and was so 
intended by the legislature. This prop- 
osition does not seem to be disputed by 
the defendant, By section 118 authority 
was given to make deposits ‘‘in any 
bank in this state organized under any 
law of this state or of the United States.” 
Section 130 refers to the same subject- 
matter, and the design naturally would 
be to afford protection to all deposits 

. authorized to be made. The expression 
bank.” This is broad 
enough to cover national banks, as named 
118th The evident ob- 
ject and purpose of the provision would 
not be obtained unless it did cover them. 
Taking both sections together, that is, 


used is ‘tany 


in the section. 


I think, the fair construction. 
Assuming, then, that the provision in 
question applies to national banks, is 
there any reason why it should not be 
operative? The argument of the de- 
fendant’s counsel is based mainly on the 
propositions that the state has no au- 
thority to exercise in this respect any 
control over national banks, and that 
the state legislation is inconsistent with 
the national legislation on the subject, 
In Waite v. 
Dowley, 94 U. S. 527, the question was 
whether the statute of a state was void 
as to national banks which required the 
cashier of each national bank within the 
state, and the cashiers of all other banks, 
to transmit to the clerks of the several 
towns in the state in which any stock- 
holder of such bank resided a list of the 
names of such stockholders, the number 
of shares held by each, and the amount 
actually paid in on each share. It was 
held that the Jaw was valid, although 
congress had legislated upon the sub- 


and therefore inoperative. 


11g 


ject, in that it had required of each na- 
tional bank that a list of its stockholders 
shall be kept posted upin some place in 
its business Office. In the opinion of 
the court, at page 533, it is said: 


‘‘We have more than once held in this court 
that the national banks organized under the 
acts of congress are subject to state legislation, 
except where such legislation is in conflict with 
some act of congress, or when it tends to impair 
or destroy the utility of such banks as agents or 
instrumentalities of the United States, or inter- 
feres with the purposes of their creation. This 
doctrine was clearly and distinctly announced 
in National Bank v. Com., 9 Wall. 353, and that 
case has often been referred to since with ap- 
proval in this court.” 


In the case in 9 Wall. it was held that 
a state Jaw requiring the national banks 
to pay the tax which is rightfully levied 
on the shares of its stock is valid. Itis 
there said, (page 362): 


‘‘That the agencies of the federal government 
are only exempted from state legislation, so far 
as that legislation may interfere with,or impair, 
their efficiency in performing the functions by 
which they are designed to serve that govern- 
ment. Any other rule would convert a principle 
founded alone in the necessity of securing to the 
government of the United States the means of 
exercising its legitimate powers into an unau- 
thorized ang unjustifiable invasion of the rights 
of the states. * * * Soofthebanks, They 
are subject to the laws of the state, and are gov- 
erned in their daily course of business far more 
by the laws of the state than of the nation. All 
their contracts are governed and construed by 
state laws. Their acquisition and transfer of 
property, their right to collect their debts, and 
their liability to be sued for debts, are all based 
on state law. It is only when the state law in- 
capacitates the banks from discharging their 
duties to the government that it becomes uncon- 
stitutional.” 


This doctrine is reiterated in W. U. 
Tel.Co. v. Attorney General, 125 U.S.551. 

Applying these principles to the pres- 
ent case, it is difficult to see how the 
state act interferes with the utility of 
the national bank as an agent or instru- 
mentality of the general government. 
No possessory right is given until after 
the bank, by reason of its insolvency, 
has ceased to beof any utility as an agent 
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or instrumentality of the government, 
and after its circulating notes are pro- 
vided for. The logic of the case in 9 
Wall. will uphold the law in question 
here, unless it is in conflict with some 
provision of the United States statute on 
the subject. 

Upon this line it is argued that the 
state act is in conflict with those provis- 
ions of the national act which provide 
for a pro rata distribution of the assets, 
and prohibit preferences. Those pro- 
visions are sections 5236 and 5242 of the 
United States Revised Statutes, and are 
as follows: 


‘Sec. 5236. From time to time, after full pro- 
vision has been made for refunding to the 
United States any deficiency in redeeming the 
notes of such association, the comptroller shall 
make a ratable dividend of the money so paid 
over to him by such receiver on all such claims 
as may have been proved to his satisfaction or 
adjudicated in a court of competent jurisdiction, 
and, as the proceeds of the assets of such asso- 
ciation are paid over to him, shall make further 
dividends on all claims previously proved or ad- 
judicated; and the remainder of the proceeds, 
if any, shall be paid over to the shareholders of 
such association, or their legal representatives, 
in proportion to the stock by them respectively 
held ” 

* Sec. 5242. All transfers of the notes, bonds, 
bills of exchange, or other evidences of debt 
owing to any national banking association,or of 
deposits to its credit; all assignments of mort- 
gages, sureties on real estate, or of judgments 
or decrees in its favor; all deposits of money, 
bullion, or other valuable thing for its use,or for 
the use of any of its shareholders or creditors; 
and all payments of mone? to either, made after 
the commission of an act of insolvency, or in 
contemplation thereof, made with a view to pre- 
vent the application of its assets in the manner 
prescribed by this chapter, or with a view to the 
preference of one creditor to another, except in 
payment of its circulating notes shall be utterly 
null and void; and no attachment, injunction or 
execution shall be issued against such associa- 
tion or its property before final judgment in any 
suit, action, or proceeding, in any state,county, 
or municipal court.” 


In Scott v. Armstrong, 146 U. S. 499, 
the ordinary doctrine of equitable set- 
off in case of insolvency was applied 
against the receiver of an insolvent na- 
tional bank. It was there argued that 
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the sections above quoted forbade it, 
because they required that, after the re- 
demption of the circulating notes had 
been provided for, the assets should be 
ratably distributed among the creditors, 
and that no preferences given or suffered 
in contemplation of or after committing 
the act of bankruptcy should stand ; and 
it was insisted thattheassets of the bank 
existing at the time of the insolvency 
included all its property, without regar 
to any existing liens or set-offs. To this 
the court say: 


‘‘We do not regard this position as tenable 
Undoubtedly, any disposition by a national 
bank, being insolvent or in contemplation of in- 
solvency, of its choses in action, securities or 
other assets, made to prevent their application 
to the payment of its circulating notes, or to 
prefer one creditor to another, is forbidden; but 
liens, equities, or rights arising by express 
agreement, or implied from the nature of the 
dealings between the parties, or by operation of 
law, prior to insolvency, and not in contempla- 
tion thereof, are not invalidated. The provis- 
ions of the act are not directed against all liens, 
securities, pledges, or equities, whereby one 
creditor may obtain a greater payment than an- 
other, but against those given or arising after or 
in contemplation of insolvency. Where a set-off 
is otherwise valid, it is not perceived how its 
allowance can be considered a preference, and 
it is clear that it is only the balance, if any,after 
the set-off is deducted, which can justly be held 
to form part of the assets of the insolvent. The 
requirement as to ratable dividends is to make 
them from what belongs to the bank, and that 
which at the time ‘of the insolvency belongs of 
right to the debtor does not belong tothe bank.” 


In Casey v. La Societe de Credit Mobi 
lier, 2 Woods, 77, it was held that the 
preference of one creditor by a national 
bank, mentioned in section 5242 of the 
Revised Statutes, is a preference given 
to the creditor to secure or pay a pre- 
existing debt; that when a national bank 
receives a loan on condition that the 
lender shall be secured therefor, and 
security is accordingly given by pledg- 
ing a part of the assets of the bank, this 
is not a preference within the meaning 
of section 5242, although the bank is 
then in an embarrassed state; that the 
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fact that the assets pledged were changed 
from time to time as they fell due, and 
others substituted in their stead, ac- 
cording to the contract between the 
bank and the pledgee, did not make the 
pledge of the substituted assets void; 
that the title of the receiver is the same 
as that of an assignee in bankruptcy, 
and is subject to all equities. In Clark 
v. Zselin, 21 Wall. 360, it was held that 
the giving by a debtor of a confession 
of judgment for a consideration of equal 
value, passing at the time, is not an act 
of bankruptcy, though such confession 
be not entered of record, but kept inthe 
creditor's custody, and its existence un- 
known to others. In the opinion it is 
said that the question whether a trans- 
fer of securities is a preference depends 
on whether it was a transfer of property 
for a present sufficient consideration, or 
was a transfer to satisty or secure an 
antecedent debt or liability; that the 
fact that years before the entry of the 
judgment the debtor contemplated the 
possibility that a judgment might be 
obtained, and by the confession of judg- 
ment put it in the power of the creditor 
to obtain one without his knowledge or 
subsequent assent, was wholly imper- 
tinent to the inquiry whether the debtor 
intended an unlawful preference at the 
time of the entry of the judgment, and 
that the intention at that date was the 
material question. In Re Craft, 2 Ben. 
221, itis said by Judge Blatchford that 
the words, ‘tin contemplation of bank- 
ruptcy,” as used in the act of 1867,mean 


in contemplation of committing what 
was made by the act an act of bank- 
ruptcy, or of voluntarily applying to be 
decreed a bankrupt.” 

In the present case it must be pre- 


sumed that the national bank, when 
from time to time it received the depo- 
sits from the savings bank, knew of the 
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law which authorized such deposit, and 
provided forthe preference. The savings 
bank was not bound to deposit in that 
particular bank, nor was the latter bound 
to receive the deposit; but if the one 
made and the other received the deposit, 
it must be assumed that both parties 
then intended that the security provided 
for by the statute should at the proper 
time be operative. There was then, in 
effect, a contract that if the deposit or 
loan was made the security should be 
given. This was a part of the transac- 
sion in each case of deposit. It was not 
a case of a security for a prior indebted- 
ness, but it was a case where, on each 
occasion, a consideration passed of equal 
value with the security or right given. 
In this view, and within the rulings in 
the cases above referred to, there was 
not a preference in violation of the pro- 
visions of section 5242. By virtue of 
the state act and the conduct of the par- 
ties the savings bank had at least an 
equitable lien, which is effective within 
the principles laid down in Scott v. Arm- 
strong, and is not antagonistic to the 
pro rata distribution provided for in 
section 5236. The receiver took subject 
to any valid liens or equities. The bank 
that he represents received the deposits 
subject to the condition imposed by the 
state statute; and whether it be said 
that a trust was impressed or a lien im- 
posed, the statute bound the bank, and 
its assets when they passed to the re- 
ceiver, and interfered with no rights of 
the government. The principles laid 
down in the Scott Case are quite appli- 
cable, and justify the claim of plaintiff 
to a preference. The right of theplain- 
tiff to a preference was preserved within 
the principles laid down in that case, 
and was not, therefore, in conflict with 
the national law. 

The foregoing considerations lead to 
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the conclusion that the plaintiff is en- 
titled to judgment against the defendant 
for the amount claimed, and that the 
same be decreed a preferred claim,to be 
paid in full out of the assets which have 
or may come into the hands of the said 


TIME OF PROTEST OF 
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receiver, and be paid by said receiver, 
or by him certified to the comptroller to 
be paid asa preferred claim 1n due course 
of administration. 

Judgment for the plaintiff as stated in 
the opinion, with costs. All concur. 


NEGOTIABLE PAPER CARRYING DAYS OF 


GRACE, IN TEXAS. 


A POINT OF PRACTICAL IMPORTANCE TO BANKERS, SETTLED BY THE SUPREME COURT OF 


TEXAS, 


Carey-Lombard Lumber Co. v. First National Bank of Ballinger, Supreme Court of 
Texas, December 21, 1893. 


Under Rev. St. art. 276, which allows three days of 
grace on negotiable paper, and article 273, providing 
that to secure the liability of the drawer or indorser 
of such paper the holder shall cause the same to be 
protested by a notary public for nonacceptance or 
nonpayment, with notice of such protest to the drawer 
or indorser, according to the usage and custom of 
merchants, to fix the liability of the indorser of such 
paper it should be protested on the last day of grace. 


Certified questions from court of civil 
appeals of third supreme judicial dis- 
trict. 

Action between the Carey-Lombard 
Lumber Company and the First Na- 
tional Bank of Ballinger. From the 
judgment rendered the lumber company 
appealed to the court of civil appeals, 
and by that court a question is certified 
to the supreme court for an opinion. 

Gaines, J. In this case the court of 
civil appeals certifies for our decision 
the following question: 


“In order to fix the liability of an indorser of 
negotiable paper that carries with it daysof grace, 
must it be protested for payment on the third 
day of grace or the day immediately following 
the third day? In other words, was the protest 


on the third day of grace, as had in this case, 
premature?” 


We are of opinion that, in order to fix 
by protest the liability of an indorser 
upon a promissory note, the protest 
should be made on the last day of grace. 
Article 273 of the Revised Statutes pro- 
vides, in substance, that the holder of 
any bill of exchange or promissory note 
may secure and fix the liability of the 


drawer or indorser of such instrument 


“By procuring such bill or note to be regularly pro- 
tested by a notary public for nonacceptance or non- 
payment and giving notice of such protest to such 
drawer or indorser. according to the usage and cus- 
tom of m rchants”’ 


Article 276 simply declares that 


“Three days of grace shall be allowed on all bills of 
exchange and promissory notes assignable or nego- 
tiable by law.”’ 


The evident purpose of the former ar- 
ticle is to provide for the fixing of the 
liability of drawers and indorsers of ne- 
gotiable bills and notes by protest, and 
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to apply the rules of the law merchant 
as to the time and place of such protest. 
Upon the proposition that by the law 
merchant the bill and note must be pre- 
sented for payment on the last day of 
grace, and that the protest should then 
be noted, the authorities seem to us to 
be in entire accord. In the case of Bank 
v. Triplett, 1 Pet. 25, Chief Justice Mar- 
shall says: ‘‘The books which treat on 
the subject concur in saying that the 
payment must be demanded when the 
bill falls due, and that it falls due on 
the last day of grace.’’ To the same 
effect are Osborn v. Moncure, 3 Wend. 
170; Wooley v. Clements, 11 Ala, 220; 
Donegan v. Wood, 49 Ala. 242; Wilson v. 
Senter, 14 Wis. 380; Bank v. Duvall, 7 
Gill. & J. 78; Bank v. Barksdale, 36 Mo. 
563; Bank v. Hodges, 9 Pick. 420; Ren- 
ner V. Bank, g Wheat. 582; A/ills v. 
Bank, 11 Wheat.431; Adams v. Otterback, 
15 How. 539; Dennie v. Walker, 7 N.H. 
199; and other cases. The same propo- 
sition is asserted by the leading text 
writers. Chit. Bills, 463; Story, Prom. 
Notes, § 220; Pars. Notes & B. 395, 
1 Daniel. Neg. Inst. §§ 598, 614; 
Tied. Com. Paper, § 315; 3 Rand. Com. 
Paper, §§ 1061, 1088; Edw. Bills & N. 
511, 517; Benj. Chalm. Bills, pp. 30, 31, 
178, arts. 20, 178; Woods’ Byles, Bills, 
210, 211, note 6; 2 Amer. & Eng. Enc. 
Law, p. 401, note 7. In Watkins v. Wil- 
lis, 58 Tex. 521, it is said: ‘‘Since the 
ith of January, 1862, it has been, and is 
now, the law of this state that three 
days of grace shall be allowed on all ne- 
gotiable promissory notes. Rev. St.art. 
276. We regard this as a legislative 
announcement that three entire days are 
meant. Rev. St. art. 3138.” 


401; 


The question of the day of present- 
ment and protest was not involved in 


that case. The point at issue was 
whether or not the suit was barred by 
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limitation. That depended upon the 
further question whether or not the suit 
could have been brought on the last day 
of grace, and it was held that an action 
so brought would have been premature. 
Article 276 merely makes the rule of the 
common law as to days of grace appli- 
cable to all bills and notes ‘‘assignable 
or negotiable by law.” There is not a 
word contained in it which indicates an 
intention to change the law merchant as 
to the day on which an instrument en- 
titled to days of grace should be pre- 
sented for payment and protest By 
custom in the District of Columbia, the 
books at one time allowed until the 
fourth day after the nominal day of ma- 
turity before presentment and protest of 
bills of exchange. This was held in 
Renner v. Bank, in Mills v. Bank, and in 
Adams v. Otterback, supra, as contrary to 
the common-law rule, but good as a 
custom; and in all these cases the day 
of protest by the custom is spoken of as 
the ‘‘fourth” day of grace. Counsel for 
appellant cite the following cases in sup- 
port of the contention that a protest on 
the last day of grace is premature: 
Moore v. Hollamans, 25 Tex. 82; Watkins 
v. Willis, 58 Tex. 523; Mill Co. v. Sinker, 
74 Tex. 51, 1S. W. 1056; and Cruger v. 
Lindheim, (Tex. App.) 16 S. W. 420. In 
none of these cases except the last was 
the question of protest involved; and in 
that it was held that the note was en- 
titled to three days of grace, and that 
because it was protested on the day it 
would have matured had no days of 
grace been allowed the protest was un- 
timely and of no effect. It is merely de- 
cided in the other cases cited that a suit 
upon a promissory note before the ex- 
piration of the day it falls due is prema- 
ture. In Watkins v. Willis and Mill Co. 
v. Sinker the notes were entitled to three 
days of grace. It is apparent that the 
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question decided in these cases is very 
different from that which is presented 
for our determination. Although it may 
be held that suit may not be brought 
upon a promissory note, whether with 
or without days of grace, until the day 
after it falls due, it does not follow that 
it may not be protested for nonpayment 
on the day it falls due. As to the day 
of the presentment and protest, there 
seems to be no difference of opinion. 
The authorities agree, so far as we have 
been able to discover, that the present- 
ment for payment should be made on 
the last day of grace, and the protest 
should be then ‘‘noted.” 2 Daniel, Neg. 
Inst. § 939. Notice of the 
should be given to the indorser imme- 
diately, (Id. § 970,) or at least within a 
reasonable time; but the formal protest 
—the notarial act—it seems may be ex- 
tended at any time, (Id. $ 940.) But 
upon the question when a suit may be 
brought upon a bill or note there is not 
only a conflict, but a diversity of opin- 
ion. In some of the cases it is decided 
that suit may be brought on the day the 
paper matures. The author last cited 
lays this down as the true rule, and the 
one supported by the weight of author- 
ity. 

In one case, at least, the doctrine 
is broadly announced that, although de- 
mand has been made, and payment re- 
fused, on the last day of grace, suit on 
that day is premature. Osborn v. Mon- 
cure, supra. It has been held in other 
cases that suit cannot be brought until 
the expiration of the last day of grace, 
though it is probable that in most, if not 
all, of them there had been no demand 


dishonor 
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on the day of maturity. Such are the 
cases in our own courts which have been 
previously cited. Although we have held 
that without a demand on the day the 
note falls due suit cannot be brought un- 
til the next, it must be regarded as an 


‘ open question with us whether an action 


may not be instituted immediately after 
a demand on the day of maturity, and 
a refusal to pay. The determination of 
that question is not necessary to the de- 
cision of that before us, and we express 
no opinion upon it. If we should hoid 
that in no case could an action be 
brought on the day the paper matures, 
it would not follow that the liability of 
an indorser could not be fixed by demand 
and protest with the proper notice of 
dishonor on the last day of grace. The 
right of the maker of a note to have all 
of the day on which the debt matures in 
which to make payment is not incon- 
sistent with the right of the holder to 
secure and fixthe liability of the indorser 
by demand and protest on that day. 
The promise of the maker is to pay on 
the day of maturity, and that of the in- 
dorser is to pay, provided the maker re- 
fuse, upon demand at anyt'me after the 
opening of business on that day to make 
payment and protest be made and notice 
of the dishonor be given him. If it be 
to the interest of the maker to have the 
entire day in which to pay to avoid suit, 
it is equally to the advantage of indors- 
ers to have the earliest possible notice 
of the fact that he is not prepared to 
pay on the first business hour of that 
day. It is ordered that this opinion be 
certified to the court of civil appeals for 
the third supreme judicial district. 
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PENALTY ACTION AGAINST NATIONAL BANK FOR USURY. 


NOT MAINTAINABLE BY JOINT MAKER WHERE USURY PAID BY CO-MAKER, 


Fisrt Nat. Bank of Concordia v. Rowley, Qupreme Court of Kansas, Dec. 9, 1893 


‘nder the Revised Statutes of the United States, 
section 51098,) which authorizes the person paying 

urious interest to a national bank to recover twice 
the amount paid, one of the joint makers of a note on 
w h illegal interest is charged cannot recover the 
penalty from the bank, where the illegal interest was 
paid by the other maker. 

(Syllabus by the Court.) 

Action by George Rowley against the 
First National Bank of Concordia to re- 
cover the penalty for exacting usurious 
interest, namely, double the amount of 
the illegal interest paid upon a loan 
made by the bank. 

Jounston, J. Under 


banking act, a national bank cannot 


the national 


charge a higher rate of interest than is 
allowed by the laws of the state where 
the bank is located; and, if a greater 
rate of interest is knowingly charged 
and reserved, it operates as a forfeiture 
of the entire interest which the note or 
other evidence of debt carries with it. 
‘In case a greater rate of interest has 
been paid, the person by whom it has 
been paid, or his legal representatives 
may an action in the 
nature of an action of debt twice the 
amount of interest thus paid from the 
association taking or receiving the same, 
is commenced 
the 
usurious transaction occurred.”’ Rev. 
St. U. S. § 5198. Rowley asks to have 
the penalty of these provisions enforced, 
and by their terms his right of recovery 
must be measured. The bank, having 
charged and collected usurious interest, 
has become liable for double the amount 
of the illegal interest that was paid. 


recover back in 


providing such action 


within two years from the time 


The liability, however, is to the person 
who paid it. The penalty can only be 
enforced in the manner and under the 
circumstances provided in the act of con- 
gress, which provides that the right of 
recovery rests only in ‘‘the person by 
whom it has been paid or his legal repre- 
sentatives,” From the evidence, it ap- 
pears that Rowley and Groves were 
joint makers of the note upon which the 
illegal interest was charged and paid. 
While the loan was made to Rowley, 
both of them were liable upon the note, 
and the bank, at its option, might have 
brought an action against one or both 
of them. The court has found that 
Groves, and not Rowley, paid the illegal 
interest, and that the payments were 
made by Groves out of his own money. 
The money having been paid by him, 
the liability arises in his favor, and no 
recovery can be had, except by him, or 
his legal representatives. The right of 
recovery is not affected by the fact that 
Rowley requested Groves to pay the 
debt and interest. Groves being jointly 
liable, and having used his own money 
in making the payment, it cannot be 
said that the payment was made by Row- 
ley. It does not appear that Rowley 
has ever contributed the amount paid 
by Groves, nor any portion of the same, 
Under the facts of this case, a clear 
right of recovery is shown to be in 
Groves, and, as he is not a party to this 
action, he would not be bound by any 
judgment that was given therein. The 
right of action is in the person by whom 
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the money is paid, and it has been held, 
under the same statute, that the joint 
maker of a note on which illegal interest 
is charged, cannot recover the penalty 
from the bank, where the illegal interest 
Timber - 


was paid by the other maker. 
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lake v. Bank, 43 Fed. 231. The judg 
ment must therefore be reversed, and 
the cause remanued, with instructions 
to enter judgment in favor of the plain- 
tiff in error. All the justices concur- 
ring. 


PARTNERSHIP BANK ACCOUNT. 


BANK CANNOT 


CHARGE FIRM CHECKS OR OVERDRAFTS 


TO ACCOUNT OF INDIVIDUAL 


PARTNER. 


Adams v. First Nat. Bank of Winston, Supreme Court of North Carolina. Novem- 
ber 28, 1893. 


A bank cannot charge an overdraft of a firm against 
the individual account of a member of the firm, 
though the member, as such, may be liahle for the 
overdraft. 


A bank charged a firm check (over- 
draft) against the individual account of 
one of the partners. In an action by the 
partner against the bank, the court de- 


livered the following opinion: 
Cuiark, J. If the overdraft of the firm 
ef which plaintiff was a member was paid 


by the bank after the balance wasdrawn 
out, it not appearing that the bank had 
any notice of the dissolution, such over- 
draft could be recovered by the bank 
out of the plaintiff as a member of the 
If, at the time the plaintiff drew 
a check for the balance which the cash- 
ier told him was due the firm, in fact 
there was less due the firm,it wasequally 
an overdraft, by mutual mistake of the 
parties, and the bank could recover it 
back out of the plaintiff as a member of 
the firm. But the bank had no right to 
charge upagainst the individual account 
of a member of a partnership a balance 


firm. 


due it on the firm’s account. Such right 
of set-off only exists between the same 
parties, and in the same right. 
Banks, § 334. 


Morse, 
The bank has no lien on 
the deposit of a partner for a balance 
due from the partnership. Bolles, Banks, 
§$ 385. The reason is thus given by Lord 
Langdale, master of the rolls, in Watts 
v: Christie, 11 Beav. 555: ‘‘It is of the 
nature and essence of transactions be- 
tween banker and customer that a cus- 
tomer, having a balance in the hands ot 
his banker, should have full power over 
it, and be able to command payment at 
sight. If, where there is an account be- 
tween a firm and the bank, and another 
account with one particular member of 
the firm, it be once held that the bank 
has a lien upon the balance due upon 
the separate account of the individual 
partner for a balance due to the bank 
from the firm, there would be an end to 
some transact:ons which it is most im- 
portant to commerce should be con- 
tinued.” 

Inasmuch as the members of the part- 
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rship can draw in the name of the firm, 
their overdrafts gan instantly be 

iarged up against the individual ac- 

sunt of a member of the firm, no part- 
er would be safe in keeping his private 
ccount in the same bank where the 
partnership account is kept. Otherwise, 
his private funds, deposited perhaps for 
special engagements he may have in 
view, would be liable at any time to be 
swept away by checks drawn by another 
ior his own personal ends, but in the 
name of the firm, and the _ partner's 
checks on his private account would go 
to protest, to his damage and inconveni- 
ence. Then, too, in case of insolvency 
and an assignment by the partner or of 
the partnership, his available cash could 
be subject to appropriation by the bank 
in this shorthand mode to his partner- 
ship liability, notwithanding his or the 
firm’s election in the deed of assignment 
to prefer another, or to share the assets 
pro rata; and this, also, would deprive 
the individual partner, having a sum to 
his credit, using it as his personal prop- 
erty exemption as against the indebted- 
ness of the partnership to the bank. It 
is true, in the present case, the plaintiff 
being liable to the bank for the over- 
draft of the firm,the bank could suehim 
therefor, and hence,of course could have 
pleaded it as a counterclaim, instead of 
bringing an independent action. But 
the bank did not plead a counterclaim, 
It claimed the right to charge up against 
the individual account of the plaintiff 
the overdraft of the 
pleaded the general issue that it was not 
indebted. This it cannot do. The dif- 
ference between a counterclaim and a 
payment is not merely technical, but 
substantial. Some of the differences 
are pointed out above. Thereare others, 
among them the cases in which the stat- 
ute of limitations might be pleaded to 


firm, and hence 
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the counterclaim. In the present case 
it is still open to the bank, as it did not 
plead the counterclaim, to bring an ac- 
tion against the plaintiff for the balance 
due by the firm. It is not yet barred by 
the statute of lin itations, and, if the 
plaintiff has property in excess of his 
exemptions, the bank has lost nothing 
except the bill of cost in this case. While 
not concurring altogether in the reasons 
of his honor, we reach the same conclu- 


sion, and declare the judgment affirmed. 


Mortgage of Merchandise in Colorado. 


Validity where mortgagor retains possession, and has 
right to portion of proceeds. 


Wile v. Butler, Supreme Court of Colorado, December 
11, 1893. 


Butler Bros. brought suit against 
Hecht & Co., and attached a stock of 
goods in possession of the latter firm. 
Wile Bros. & Co. intervened, claiming 
the goods by virtue of a chattel mort- 
gage before that time given by Hecht & 
Co. to the interveners, to secure a debt 
owing by Hecht & Co. tothem. The 
mortgage covered the goods which were 
attached, and provided that the mort- 
gagors might sell the mortgaged prop- 
erty, and that they should,after deduct- 
ing the expenses of sale, pay the pro- 
ceeds at once to the mortgagees, retain- 
Contem- 
poraneously, however, with the execu- 


ing nothing for themselves. 


tion of the mortgage, an oral agreement 
was made between the parties that the 
mortgagors might retain out of the pro- 
ceeds of the sales not to exceed $10 per 
week each, for the support of their fam- 
ilies. 

The court said: ‘‘This oral agreement 
gives rise to the only question in the 
case. A mortgage of merchandise which 
permits a mortgagor to remain in pos- 
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session of the goods, and sell them in 
the usual course of business, paying the 
proceeds to the mortgagee until his debt 
is extinguished, has been repeatedly held 
to be valid, in so far as the instrument 
itself is concerned; butits requirements 
must be carried out in good faith, and 
to the letter, otherwise the instrument, 
which the law intends merely as a se- 
curity for an indebtedness, might be 
used by the mortgagor as a weapon to 
protect him against the enforcement of 
other just demands. That it may not 
have that effect,the moneys arising from 
the sale of the property must be turned 
over to the mortgagee until the mort- 
gage debt is paid; and if, either by the 
terms of the mortgage itself, or by any 
agreement, oral or otherwise, the mort 

gagor is permitted to retain the pro- 
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ceeds, in whole or in part, for his o\ 
benefit, the effect is manifestly inju. i 
ous to creditors, and in fraud of the’ 
rights; and such an agreement, no mit 
ter when made, or in what form, exce 
as between the parties themselves, ce- 
stroys the lien of the mortgage, ar 
renders the instrument void. In this 
case the amount which might be retaine 
by the mortgagors was limited to $: 
per week each, but it is 
whether the amount was limited or un- 


immateri 


limited, or how great or small the limit 
fixed. It is not the extent to which 
such application of the proceeds miglit 
go, but the fact that it was permitted at 
all, which is decisive of the case. The 
judgment of the court below, being in 
favor of the plaintiffs, and against the 
interveners, is affirmed.” 


THE LEGALITY OF THE BOND ISSUE. 


STATEMENT OF SECRETARY 


It has been erroneously published in some 
newspapers that the committee on judiciary of 
the House of Representatives had agreed to and 
reported a resolution denying the authority of 
the secretary of the treasury to issue and sell 
bonds, as proposed in his recent circular, and 
these publications have evidently made an un- 
favorable impression upon the minds of some 
who contemplated making bids for these secur- 
ities. The only resolution in relation to this 
subject that has been before the committee is as 
follows: 

‘‘Resolved, That it is the sense of the House 
of Representatives that the secretary of the 
treasury has no authority under existing law to 
issue and sell the bonds of the United States 
except such as is conterred upon him by the act 
approved January 14, 1875, entitled ‘An act to 
provide for the resumption of specie payments,’ 
and that the money derived from the sale of 
bonds issued under that act cannot be lawfully 
applied to any purposes except those specified 
therein.” 

It will be seen that this resolution assumes 
that the authority to issue bonds was conferred 
upon the secretary of the treasury by the act of 
January 14, 1875, and that such authority still 
exists; but it asserts that the proceeds of the 
bonds cannot be lawfully used except for the 
purposes of resumption. 


CARLISLE, 


The official stenographic report of the pro- 
ceedings in the committee when the secretary 
of the treasury appeared before it last Thursday 
shows that his authority to issue bonds was not 
questioned by any member, the only question 
being whether he could use the proceeds for any 
other purpose than the redemption of United 
States notes. Mr. Bailey, the author of the re- 
solution, distinctly admitted the existence of the 
authority. Addressing the secretary, Mr. Baile, 
said: ‘The resolution does not impeach your 
right to issue bonds; it expressly recognizes it, 
but questions your right to apply the proceeds 
to any purposes except those specified in the 
ant.” 

The judiciary committee of the House exam- 
ined and reported upon this same question dur- 
ing the Fifty-second Congress, and it then con- 
ceded that the authority existed under the act 
of 1875. The question as to the authority of the 
secretary of the treasury to use the mor ey in 
any particular manner or for any particular 
purpose is wholly distinct from the question as 
to his authority to issue and sell the bonds. No 
matter what he may do with the money, the 
validity of the bonds will not be affected, and 
there is, therefore,no reason why any one should 
hesitate to invest in these securities on the 
ground that the proceeds might possibly be used 
for other than redemption purposes. 





A NATIONAL CURRENCY BILL. 


MR. SPRINGER’S NATIONAL CURRENCY BILL. 


the House of Representatives, January 3, 1894, Mr. Springer introduced the following bill to provide a national 
currency, which was referred to the Committee on Banking and Currency and ordered to be printed. 


Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That there 
is hereby created in the treasury depart- 
ment acommission, which shall consist 
of the secretary of the treasury, the 
treasurer of the United States, and the 
comptroller of the currency, and shall 
be known as the national-currency com- 
The secretary of the treasury 
shall be the president, the treasurer of 
the United States shall be the treasurer, 
and the comptroller of the currency 
shall be the secretary of the commission, 


mission. 


It shall be the duty of this commission 
to execute and carry into effect the pro- 
visions of this act, and to perform such 
other duties as may be required of it by 
law. It shall meet at least once in each 
month, shall keep a record of its pro- 
ceedings, and shall prescribe rules for its 
government and for carrying this act into 
effect, which rules, not being in conflict 
with any act of congress, shall have the 
same force and effect as if prescribed by 
law. 

That the 
commission shall cause to be engraved 


Sec, 2. national-currency 
and printed, at the bureau of engraving 
and printing, national-currency notes, 
of the denomirations of five dollars, ten 
dollars, twenty dollars, fifty dollars, one 
hundred dollars, five hundred dollars, 
and one thousand dollars, of such de 
signs as said commission may approve 
and in such amounts as may be neces- 
sary to meet the requirements of this 
act. 

Such national-currency notes shall be 


a legal tender in payment of ail 
debts, public and private, except where 
otherwise expressly stipulated in the 
contract, and shall be receivable for 
customs, taxes, and all public dues, and 
when so received may be reissued, un- 
less as otherwise provided in this act; 
and such notes, when held by any na- 
tional banking association may be 
counted as a part of its lawful reserve 

Sec. 3. That the said currency notes 
issued in accordance with the provisions 
of this act shall be redeemable on de- 
mand, in coin, at the treasury of the 
United States, or at the office of any 
assistant treasurer of the United States; 
and when so redeemed may be reissued, 
except as otherwise expressly provided 
in this act. 

Sec. 4. The national-currency notes 
which are authorized to be issued by 
this act, shall be issued in the first in- 
stance in the manner herein provided: 
Any bank, banking association, or cor- 
poration having banking powers, organ- 
ized in pursuance of the laws of the U. 
S. or of any state or territory, or in 
pursuance of the laws in force in the 
District of Columbia, being solvent, 
and which has a capital stock of which 
at least twenty-five thousand dollars have 
been paid up in cash, may, upon com. 
plying with the provisions of this act, 
receive national-currency notes upon the 
deposit with the national-currency com- 
mission of the bonds hereinafter requir- 
ed and provided tor and subject to all 
the provisions of this act. But no bank 
shall receive such currency notes in ex- 
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cess of the capital stock of such bank 
actually paid up in cash, or in excess of 
the par value of the bonds of the United 
States or in per 
centum of the par value of bonds other 
than those of the United States, which 
may be deposited. 

Sec. 5. That 
ceived on deposit by the national-cur- 


excess of ninety 


no bonds shal: be re- 
rency commission, as security for the 
national-currency notes which may be 
issued at any bank herein authorized to 
receive the same, except such as are 
herein provided for: 

First. The bonds of the United States 
and bonds the principal and interest of 
which the 
United States; and any bank making a 


have been guaranteed by 


deposit of such bonds shall be entitled 
to receive national currency notes to the 
amount of the par value of such bonds. 
Second. The bonds of any state of the 
United States which have been continu- 
ously for two years preceding the date 
of their deposit at parin the market and 
the interest upon which has at no time 
since the issue thereof been in default. 
Third. The bonds of any county or 
parish of any state, or the bonds of any 


city or town in the United States, which 


had at the last preceding census of the 
United States a population of not less 
than 5,000, and which bonds have been 
for two years preceding their deposit at 
par io the market and the interest upon 
in default. 
All such bonds must have been issued in 


which has at no time been 


pursuance of law and for municipal pur- 
poses exclusively; and must be, in the 
opinion of the national-currency com- 
mission, ample and valid security for 
the purposes for which they are depos- 
ited; and the several states in which 
they are issued must have made the nec- 
essary provisions for the payment of the 
principal and interest thereon. 
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Sec. 6. That the national-currency 
notes issued under the provisions of this 
act shall not be subject to the payment 
of the tax of ten per centumimposed by 
sections 3412 and 3413 of the Revised 
Statutes of the United States, and by 
sections 19, 20 and 21 of the Act ap- 
proved February 8, 1875, on theamount 
of notes of any state bank or state bank 
ing association which may be author- 
ized by the laws of the several states to 
issue circulating notes, nor to any tax 
under the laws of the United States, ex- 
cept as provided in this act; 
payment of any tax under the laws of 


nor to the 


any State or territory, or any municipal- 
ity in the United States; nor shall the 
bonds deposited for their security, while 
they remain on deposit with the nation- 
al currency commission, be subject to 
the payment of any such tax. 

Sec. 7. That 
commission shall have the right to re- 


the national currency 
ject any bonds offered for deposit as 
provided in this act. 

Sec. 8. That any bank making a de- 
posit of bonds as provided herein, other 
than bonds of the United States, or 
bonds the principal and interest of which 
have been guaranteed by the United 
States, shall be entitled to receive, on 
depositing the same with the national- 
currency commission, national-currency 
notes to the amonnt of ninety per cent. 
of the par value of such bonds, but the 
bank depositing such bonds other than 
national bonds shall first guarantee the 
payment of the principal and interest of 
the same. 

Sec. 9. That if at any time any bonds 
deposited with the 
commission under the provisions of this 
act should be depreciated to the amount 
of five per centum, or if the interest 
thereon should not be paid as provided 
in such bonds, or if the said commission 


national-currency 
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siiould be of the opinion that any bonds 
so deposited were not ample security for 
the purpose for which they were depos- 
ited, said commission shall notify the 
bank depositing the same to deposit 
other or additional bonds, or 
to. the 
notes equal to ninety per centum of the 


to return 
commission national-currency 
estimated depreciation of said bonds, in 
order that the currency notes outstand- 
ing May not at any time exceed ninety- 
five per centum of the market value of 
the bonds, other than national bonds, 
which may be held as security therefor. 

Sec. 10. That the United States shall 
have a first hen upon all the assets of 
any bank making deposit of bonds and 
receiving national-currency notes under 


the provisions of this act, to the extent 


of indemnifying the United States for 


any loss which may be sustained by 

ison of the depreciation of bonds de- 
posited or by reason of any loss which 
the United States may sustain in dispos- 
ing of the same; and the said national- 
authorized to 
the 


name of the United States, in the courts 


currency commission is 


institute proper proceedings, in 
of the United States, to enforce the pro- 
visions of this act. 

Sec. 11 That the nationa!-currency 
notes issued under the provisions of this 
act shall be known as Series A, B, and 
C. The banks to which such notes are 
issued shall pay a tax to the United 
States at the rates per annum herein in- 
dicated upon the amount of such notes 
issued to them, respectively; that is to 


say, upon the issues of Series A they 


shall pay a tax of one per centum, upon 


the issues of Series B they shall pay a 
tax of two per centum, and upon the 
issues of Series C they shall pay a tax 
of four per centum. The notes of Series 
A issued to any bank shall not exceed in 
amount fifty per centum of its capital 
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stock; and the notes of Series B may be 
issued toany bank to an amount equal 
to twenty-five per centum of the capital 
stock thereof; and the notes of Series C 
may be issued toany such bank to alike 
amount. 

Sec. 12. That in case any bank depos- 
iting such bonds shal! fail to comply 
the 


rency commission to deposit additional 


with any demand of naiional cur- 
security as provided in this act, or shall 
fail to comply with any rules or regula- 
tions of the commission in reference to 
such bonds so deposited, such bonds 
the 


property of the United States; and said 


shall be forfeited to and become 
commission is authorized to dispose of 
the same at public or private sale under 
such rules and regulations as said com- 
And the 


proceeds realized from the sale of such 


mission may have prescribed. 


bonds shall be held as a special fund for 


the redemption or retirement of the 


amount of outstanding national-cur- 
rency notes for the security of which 
such bonds 


they were deposited. If 


should realize an amount in excess of 
the national-currency notes for which 
they were deposited and in excess of the 
cost of their sale, such excess shall be 
paid to the bank which deposited them 

If such bonds should not realize an 
amount equal to the amount of currency 
notes issued thereon and the cost of dis- 
posing of such bonds, the said commis- 
mission is authorized and required to 
proceed to colle t such deficiency from 
the bank depositing them in the proper 
tribuna!s of the United States, or in such 
manner as said commission deter- 
mine. 

Sec. 13. That any bank having de- 
posited bonds with the national-cur- 
rency commission as herein provided 
shall be entitled to have such bonds or 


any portion thereof returned to it in the 


may 
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manner hereinafter provided; that is to 
say, whenever any such bank shall de- 
posit with said national-currency com- 
mission national-currency notes, nation- 
al bank notes, or any treasury notes is- 
sued by the United States, bonds to the 
amount deposited for security of a like 
amount of national-currency notes, shall 
be returned to said bank. The United 
States currency notes so deposited shall 
be cancelled or retired from  circula- 
tion and the national bank notes and 
treasury notes so deposited shall be 
held as a special fund, and shall be 
exchanged and substituted for a like 
amount of any national currency notes 
which may be paid into the treasury of 
the United States at any time; and, 
when so exchanged for national cur- 
rency notes, such currency notes shall 
be canceled or retired from circulation 
and the national-bank notes and treas- 
ury notes shall be again issued and put 
in circulation. Whenever any bank 
shall deposit national-currency notes, 
national-bank notes, or any treasury 
notes as provided herein, the tax upon 


a like amount of national-currency notes 


theretofore issued to such bank shall 
thereafter be remitted, and such re- 
mission shall be made upon the out- 
standing series bearing the highest rate 
of interest. 

Sec. 14. That the faith and credit of 
the United States are hereby pledged to 
the redemption in coin, on demand, of 
the national-currency notes issued in 
pursuance of this act; and, to enable the 
United States to so redeem such cur- 
rency notes, or to retire the same from 
circulation, the amount of currency de- 
posited by any bank and the proceeds ot 
the sale of any bonds which may be dis- 
posed of as proviced in this act shall be 
held as a special fund for such redemp- 
tion; and, in addition to such special 
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fund, and to better enable the said na 
tional-currency commission to prepare 
and provide for the redemption of such 
national-currency notes in this act au- 
thorized or required, it is authorized to 
use any surplus revenues from time to 
time in the treasury of the United States 
not otherwise appropriated, an4j, should 
such revenue be insufficient, to issue, sel! 
and dispose of, at not less than par in 
coin, either of the description of bonds 
of the United States described in the 
Act of Congress approved July 14, 1870, 
entitled ‘‘An Act to authorize the re- 
funding of the national debt,” with like 
qualities, privileges, and exemptions to 
the extent necessary to carry this act 
into full effect, and to use the proceeds 
thereof for the purposes aforesaid: Pro- 
vided, That the bonds issued in pursu- 
ance of this act shall bear a rate of in- 
terest not exceeding four per centum 
per annum, and shall be payable at the 
pleasure of the United States after five 
years from their issue. 

Sec. 15. That whenever national cur- 
rency notes have been issued to the ex- 
tent of fifty milion dollars as provided 
in this act, the said national currency 
commission is authorized and required 
to issue bonds of the United States as 
provided in this act to the extent of 
twenty per centum of the national-cur- 
rency notes so issued, and shall hold the 
proceeds thereof as a special fund for 
the redemption of national-currency 
notes as herein provided; and whenever 
any additional amount of national cur- 
rency notes to the extent of fifty million 
dollars shall be issued there shall be a 
like issue of bonds to a like amount, so 
that at all times there shall be a special 
fund adequate for the redemption of 
such currency notes as may be outstand- 
ing. Whenever, by the retirement from 
circulation of such currency notes, this 
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special fund for their redemption shall 
exceed twenty per centum of the amount 
ot such currency notes outstanding, the 
excess may be used by said national- 
currency commission for the purchase 
or redemption of any outstanding bonds 
of the United States. If, at any time, 
the special redemption fund herein pro- 
vided should be reduced to an amount 
equal to ten per centum of the out- 
‘standing currency notes, the said na- 
tional-currency commission is hereby 
authorized and required to sell bonds as 
herein provided to an amount which will 
be necessary to maintain the reserve at 
twenty per centum of outstanding cur- 
rency notes. The currency notes re- 
deemed in coin under the provisions of 
this act shall be reissued. 

Sec. 16. That the secretary of the 
treasury is hereby authorized to detail 
any of the officers or emp:oyees in the 
treasury department to perform any 
duties which may be required of them 
by the national-currency commission; 
and the said national-currency commis- 
sion is authorized to use the treasury of 
the United States and the sub-treasuries 
thereof for the safe-keeping of the bonds 
and moneys of which said commission 
may have custody and control as pro- 
vided in this act. But said national- 
currency commissicn shall keep separate 
books and accounts of all 
tions. 

Sec. 17. That the national currency 
commission is authorized and directed 
to make the necessary and proper regu- 
lations to secure the speedy and fre- 
quent redemption of the national-cur- 
rency notes issued under this act and of 


its transac- 


all other United States paper currency, 
including all United States notes, gold 
certificates, silver certificates, and treas- 
ury notes of 1890, and all national bank 
notes which have become soiled, im- 
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pure, unclean, or otherwise unfit for 
use, when presented in sums of not less 
than one hundred dollars, and for the 
preparation and issue of new United 
States paper currency in place of such 
as shall have been redeemed on account 
of having become soiled, impure, un- 
clean or otherwise unfit for use, and for 
the transportation of such national-cur- 
rency notes, United States paper cur- 
rency and of such national-bank notes 
to the treasury of the United States or 
any of the sub treasuries thereof, and 
for the transportation of the new national 
or United States currency or new na- 
tional-bank notes in return for the 
United States currency or national bank 
notes which have become so unfit for 
circulation: Provided, That all national- 
bank notes which are redeemed because 
they have become unfit for use shall be 
disposed of and replaced as now provid- 
ed by law, except that the expenses of 
all transportation shall be paid out of 
the treasury of the United States. 

Sec, 18. That all the pravisions of 
‘* An Act to providea national currency, 
secured by a pledge of United States 
bonds, and to provide for the circulation 
and redemption thereof,” approved June 
3d, 1864, wuich may now be in force, 
and all the provisions of Title LXII of 
the Revised Statutes, entitled ‘‘ Nation- 
al banks,” and all amendments thereof 
relating to the examination of bonds 
which may be deposited to secure circu- 
lating notes, to the custody of such 
bonds, to the printing, denominations, 
and form of circulating notes, to the 
plates and dies, to the destroying and 
replacing of worn-out and mutilated 
notes, and all the provisions of sections 
5208, 5209, 5210, 5211, 5212, 5213 of the 
Revised Statutes, in so far as they are 
applicable, shall be in force and appli 
cable to the national.currency notes is 
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sued under this act, and to the banks 
and banking associations to which such 
national currency notes may be issued, 
and to the officers, clerks, and agents of 
such banks and banking associations. 
And the provisions of sections 5187, 5188, 
5189, 5415, 5439, 5431, 5432, 5433, 5434 
of the Revised Statutes of the United 
States prescribing penalties for issuing 
circulating notes to unauthorized per- 
sons, for imitating such notes, and for 
defacing the same, and for counterfeit- 
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ing obligations of the United States, s 
far as they are not inconsistent with th 
provisions of this act, are hereby mad 
applicable to the notes issued under th 
provisions of this act. 

Sec. 19. That the 
commission shall report to congress an 
nually, at the beginning of each session 
all its transactions which may be of in 
terest to the public; and shall from tim 
to time furnish congress, or either hous 
thereof, such information as may be re 
quired by it. 


national-currenc\ 


BANK ASSISTANTS. 


Designed to embrace matters of especial interest to tellers, bookkeepers and employees in subordinate positions 
and conducted with their co-operation. 


CRIT CISM OF THE ROCKAWAY SYSTEM OF BANK BOOKKEEPINC. 


To the Edttor:— 

The system of bank book-keeping as 
shown in the ‘* Department for Bank 
Assistants,’’ December 15, 1893, BaANkK- 
ING Law JouRNAL, by Samuel R. Smith, 
President Far Rockaway Bank, is some- 
what unique in its impracticability; it 
pernaps does well enough for some little 
bank of say $25,000 capital in some ‘‘far- 
away ”’ place, where the bookkeeper, to 
make a show of being busy, must devise 
some method of extending his work, 
and where the president wants to go 
over every little detail of the business. 

The president is evidently father or 
stepfather of the system, for he has had 
it copyrighted and advertised in the 
BANKING Law JournaL. He 
‘*What are the objections? Tet some 
one else point them out,”’ I think I see 
objections to it, and will give some, 

It is cumbersome. With the open book 
before. you, only ten names can be seen, 


asks: 


and if five hundred accounts are carried 
along, it would take fifty double pages 
to hold them, of 
pages must be looked at each day. 


the 
In 
the Boston system, some forty five o1 


and some or all 


fifty accounts appear on each folio, and 
nine or ten folios cover any day’s or any 
week’s work. Our Boston system also 
accommodates accounts that have sixty 
to seventy checks per day, and I don’t 
exactly understand how the ‘‘Rock- 
away ” can do it, 

Another objection is, accounts are bal- 
anced weekly, ondy, and not daz/y, as in 
the “* 

Another objection, the multiplicity ot 
books. Mr. Smith says: °*‘ Each day's 
work is proved by taking off on little 
books kept for the purpose, the debit 
and credit totals of each account, and 
comparing with the teller’s book, which 
shows that the items’ have been entered 


correctly.”” This is all done under the 


Boston” system. 
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“ Boston ” system, without any addition- 
al labor, save only the first and original 
entry, and without any ‘‘ little books 
kept for the purpose,” and it is part of 
the business that the footings of checks 
and credits must agree with the teller’s 
footings. 

Another objection, perhaps not so much 
to the system itself, as to the method of 
ising it by the originator, is the pre- 

‘um put on inaccuracy by the fact that 
the whole business is to be ‘ called off”’ 
by or with an assistant, thus educating 
the bookkeeper to feel that however he 
may make errors, they will be discover 
A bookkeeper 


should do his work correctly, at first, 


ed in the ‘* going over.” 


and be careful as he goes along. 

Mr. President Smith says, ‘‘ This we 
consider perhaps the strongest point in 
ur system; and this strong point is 
the fact that the footings of either side 
ff the ledger agree with those on the 
the book- 
keepers to tell just where tolook for the 
lilferences, 


pass-books, thus enabling 
This seems funny when we 
onusider that bookkeepers one hundred 
years ago, or more, under the old sys- 
tems, did just the same. In my experi- 
ence, when the balance of the pass book 
is less than the balance of the ledger, I 
have to look for deposits to enter on the 
pass-books, when, as sometimes hap- 


’ 


pens, I haven't ‘‘ written up” the pass- 

book before I attempted to prove it, and 

I suppose everybody does the same, 
The originator of the ‘* Rockaway ”’ 


system seems appalled at the stupendous 


a. ount of work done by a bookkeeper 
under the ‘** Baston”’ system, of carry- 
ing forward, or extending, 


seven or 
sight hundred balances every day I 
will assure the president that it is just 
as easy as tumbling off a log to *‘ carry 
forward ”’ balances, and that in Boston 
the books are cut up so that a_book- 
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keeper has about five hundred accounts 
to attend to, say from Ato J, or K to 
Z. If more accounts are used, a further 
subdivision of the alphabet is made and 
five hundred balances of either active 
or inactive accounts, or mixed acccounts, 
as they will always be when arranged 
alphabetically, (which is the average 
size of the books), can be easily extend- 
ed in about twenty minutes by simply 
doing the calculations in one’s head and 
putting down the result. 

I have read, carefully, the accounts of 
the other two systems in the BANKING 
Law Journat, and I think the ‘*Boston”’ 
system better than either, and better 
calculated to suit in either a small bank 
ora large one; its simplicity, its per- 
spicuity, its comprehensiveness, com- 
mends it to all lovers of good book 
keeping. 

This bugbear of ‘* inactive accounts,’ 
doesn’t trouble us here in Boston; every 
account is active inasmuch as the bal- 
ance of it should be known at any min- 
ute in the day, and a paying-teller has 
to have all balances so that he can know 
about them at any minute. In my 
opinion the accounts of a bank should 


considered 


never be otherwise than 


as *‘ active 

There is another point in our ‘“*Boston’ 
system that tends to make it better than 
the others mentioned, and that is, that 
our checks are ‘‘ sorted” every day and 
wecan balance a book at any stage of 
the day’s work. 
inside measures, 8}2 


inches long, and 334 inches deep. In 
these are many pieces of wood, black 


We have several boxes, 
inches wide, 25 


walnut, of a size just to move easily 
when setting on edge in the boxes, 
about three-sixteenths of an inch thick. 
On the edges of these are pasted the 
names of the accounts, (we have extra 
slips printed every time g new book is 
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made, for the purpose of revising these 
boxes). 

In assorting checks, as one stands 
with the ends of the boxes towards him, 
the checks are put in on the near side of 
the *‘ wooden slip,” and a thicker block 
about three inches square at the further 
end of the box allows for the filling up 
with numbers of checks, 
those in the boxes compact. 

This idea has been in the Massachu- 
setts Bank for thirty years, more or less, 
and was probably modelled after the 


and keeps 
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card-catalogue idea; it is not patented 
and I suppose can be used by any one. 
However, some western parties have 
patented a similar idea, but I doubt if 
the patent amounts to much, 

Taking it all in all, the Boston System 
of Bank Bookkeeping as used to-day, 
rather ‘* caps the sheaf,” or ‘* takes the 
cake,”’ that is, so tar as heard from. 


Wii L. Wetcu, Bookkeeper, 
Massachusetts Nat'l Bank. 


Boston, January 23, 1894. 


DEPARTMENT. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ions upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 


trust companies, bank: rs, and all others charged with the management of trust 


roperty; as well as to ac- 


countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


REFORM IN RAILROAD AND CORPORATE ACCOUNTS. 


THE NORTHWEST HEARD FROM IN FURTHERANCE OF REFORMATORY IDEAS ADVANCED, 


In the December 15th Journal, under 


the title of ‘‘A Vital Need,” John H. 
Davis & Co., bankers, New York, con- 
tributed a valuable discussion of the 
subject of reform in railroad methods 
and corporate accounts, showing such 
reform to be an imperative need, and 
calling upon the New York Stock Ex- 
change to make the requirement of 
audited accounts an invariable rule for 
all corporations whose stock is listed. 
The ‘*St. Paul Trade Journal” has 
deemed the subject of sufficient import- 
ance for extensive publication and dis- 
cussion in the Northwest, and in its 
issue of December jzoth it quotes the 


article in question im extenso with the 
opinion that it is a strong one, and fur- 
ther says: 


‘*While the artic'e quoted refers primarily to 
railroad accounts, it is equally applicable to the 
accounts of all other corporations, and, for that 
matter, firms, and is therefore particularly ap- 
propriate at this time. Indeed, the time was 
never more propitious than it is now for getting 
at the real condition of every business.” 


The subject thus presented to its 
readers, brought forth the following in- 
teresting communication to the ‘St. 
Paul Trade Journal,” which it pub- 
lishes in its issue of January 13th, 1894: 
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Reform Of Present Business Methods. 

To the Editor: The article on ‘*Reform of 
Present Business Methods” in your issue of De- 

ember 30th should be carefully meditated on 
by every man who attempts to carry on busi- 
There is nothing like method and sys- 
A great many men have their own ideas 
.bout how their aftairs are going—the percent- 
ge of sale, profits, expense, stock, badaccourts, 

etc.—and they try to figure ovt the fact to coin- 
cide with these ideas) The true and only suc- 
cessful way is to deduce the idea from the facts. 
Turn on the search light and get the figures in 
i compact and comprehensive statement and do 
not base operations on any matter of conjecture. 

It would more than pay many merchants to 
employ a professional accountant to go over 
their books with them. If he is the right man 
he can map out and systematize a montbly bal- 
ince sheet which will be a marvel of informa- 
tion, and not only that but by following his sug- 
gestions a great deal of ‘old fogyism” work 
would be cast aside and the expense of the ac- 
countant saved ten times over. 

I believe a large proportion of failures are di- 
rectly due to ignorant or poor bookkeeping. 
Suppose a country merchant should come intoa 
wholesale house and produce a balance sheet of 
his year’s business arranged and verified by a 
professional accountant—why it would be like a 
real estate deed or a title insurance for him and 
his line of credit, and usual arrangement for 
future business would be determined without a 
moment's hesitation. On the basis of that state- 
ment he can know how much business he can 
safely do and what he has to do it with. There 
would be no more “‘I guess so much,” or ‘‘worth 
about so much.” A man who is afraid to have 
the light turned on his affairs is not a man. I’ve 
often wondered that our country cousins don’t 
make friends with the bald-headed bookkeeper 
who wrestles with the figures of some of his 
wholesale dealers—they might get many good 
ideas from his *‘think tank.” I know of a party 
who, in discounting a bill, instead of deducting 
2 per cent. figures 98 percent. Must have lots 
of ume! 


ness. 


tem. 


I have an idea that a great many business 
men of affairs who should do sodo not keep any 
record of their private transactions. They are 
afraid toturn on the light, and depend too much 
on their life insurance to cover everything, It 
would be well for them to have either their own 
bookkeeper or a ‘‘professional” go over their 
personal affairs yearly or semi-annually. 
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A good accounting is as necessary to a busi- 
ness as an examination by a good physician is 
necessary for a man seeking life insurance. 
Figures do not lie, but they are confusing un- 
less arranged by a master mind. Turn on the 
light and your business will prosper, or else it 
does not deserve to, and you know it. 

H. W. M. 


The ‘St. Paul Trade Journal,” in the 
same issue, publishes the following edi- 
torial comment: 


‘*The writer goes right to the point, and his 
suggestions should be acted upon by merchants 
generally. This discussion is particularly per- 
tinent at this time, when credits have been dis- 
turbed and close scrutiny is given to such state- 
ments as the would-be customers have to offer— 
or which may be demanded by their creditors. 
Too much stress cannot be laid upon the weight 
a clear, entirely honest and well prepared state- 
ment has.when presented to a possible creditor. 
Secretiveness is the worst policy to pursue, par- 
ticularly by the honest debtor who expects to 
pay and who believes he can pay. The letter 
of the correspondent lays stress upon one point 
made in the article referred to, and brings out 
more clearly even than was done in the original 
article the wisdom of firms and corporations, 
which may even have in their employ expert 
accountants, employing periodically disinter- 
ested professional accountants to go over their 
books. This practice is much more common in 
England. A large proportion of the country 
merchants are their own bookkeepers. Not 
many of them make any pretext of being experts. 
Under these circumstances just such expert or 
professional service is required as our corres- 
pondent who, be it said, is not a professional ex- 
pert, butconnected with one of the leading job- 
bing houses of St, Paul, so well recommends. 

‘‘In the article referred to by the correspond- 
ent, and printed two weeksagzy, particular stress 
was laid upon the importance of corporations 
employing periodically disinterested expert ac- 
countants. The long-suffering minority stock- 
holder might, under these circumstances, have 
some show for his investment, and were this 
service compulsory, and could the work be as 
well done and as honestly done as the examina- 
tion of our banks generally is done, capital 
would undoubtedly seek investment in indus- 
trial stocks more freely than it now does’ In 
some States an annual statemeat is required of 
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all corporations, public and private. Were this 
law in force in the Northwest, and were it pos- 
sible to subject these reports to examination 
and analysis at the hands of expert accountants, 
it would not only be possible for private corpo- 
rations in industrial lines to command capital 
for investment in their stock, but the corpora- 
tions would find it easier than it commonly is to 
The bank- 


ers are rare who do not prefer individual paper 


command banking accommodation. 


THE ACCOUNTANT IN 
Fraudulent 


Cortributed by Frank Blacklock, Expert 


“Ye'll try the world soon my lad, 
And Andrew dear, believe me, 
Ye'll find mankind an unco squad, 

An’ little to be trusted.” 

‘‘Offences must come, but woe to the 
man by whom the offence cometh,” is 
as true to-day as it was when uttered, 
centuries ago. The lawyer defends or 


prosecutes the embezzler; the defaulter 


. Ld . . 
is attended by the physician when nature 
gives way under the strain; and the con- 


solation of religion is administered to 


the penitent thief by his priest. To the 
pnblic accountant comes the task of dis- 
covering the wrongdoing, the method 
by which the money was abstracted and 
the defalcation covered up, and all for 
want of a proper audit. 

‘Tho’ the mills of God grind slowly 

oad ae ee esa 

With exactness grinds He all.” 

So dishonesty in bookkeeping is sure 
to come out under a close mathematical 
analysis of the accounts by an expert 
accountant. Many cases of insolvency 
arise from fraudulent accounting. 

Bankers and merchants may gather 
from these few hints, confirmed by the 
daily newspaper reports, some of the 
many devious ways in which robbery is 
effected through their books by trusted 


employees; or worse still, by faithless 
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to corporation paper, and the estimate in whic! 
corporations are held is very ¢learly shown by 
the unwillingness of the banks to loan on cor 
poration paper, except with the indorsement o 
individual stockholders who may perhaps have 
their all wrapped up in the corporation itself 
If the light of careful examination were let in 


upon corporations generally. there certainly 


could not be the measure of doubt and suspicio: 
which now hangs over them.” 


THE UNITED STATES. 
Accounting. 


Accountant, Baltimore, Md. [8th Article.] 


partners; and the rock on which many 
a proud commercial craft has gone t 
pieces, would be shown, were the books 
thoroughly analyzed by an expert ac- 
countant, to be too much confidence in 
human nature, unmindful of the verse 
“that the human heart is desperately 
wicked.” 

A dishonest bookkeeper’s brain is a 
fertile field for inventing schemes to de- 
fraud his employer. Among the favor- 
ite methods usually employed to absorb 
is the 


making of false additions in the cash 


the cash intrusted to his care, 


book; dropping from the debit side o1 
adding to the credit side. 
fraud will always be exposed by testing 
all additions in the cash book. Another 
way is to credit directly on the ledger 
account money as paid, and not to put 


This class of 


the same at all on the cash book, putting 
the actual money in his pocket. Check- 
ing every cash credit on the ledger 
would open the eyes of many so-called 
shrewd business men. Transposing fig- 
ures is an old dodge to get a shortage 
of the cash to pass unnoticed. 

Petty cash books are liable to conceal 
a freight bill paid or merchandise pur- 
chased which has already been charged 
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i) the general cash book. Petty cash 
books are generally small and common. 
Keep an eye on the cashier who is too 
fond of destroying petty cash books. 
All cash should be in «ne book only. 
Cash sales entered from a petty cash 
book are sometimes put down in the 
general cash book for less amounts than 
was originally taken in, the difference 
going into somebody's pocket and a 
dead loss to the business. In a house 
issuing large amounts of bills payable 
or acceptances, every time a note or ac- 
ceptance is paid, a full explanation 
should be made in the cash book; not 
simply ‘bills payable.”” Sometimes a 
cashier will pay a bill for an article of 
$5. By putting ‘‘1” in front of ‘'5” 
($15), he will be enabled to put $10 in 
his own pocket and still have a voucher 
for $15. Only close analysis will catch 
this species of steal. 

The very loose examination that many 
merchants give to their balanced bank 
book has induced some cashiers to run 
two bank deposit books; one fictitious, 


for show only, in which the entries are 
made by themselves; 


the other, the 
actual book used with the bank. Even 
the balance reported truly as on deposit 
in the bank may have been obtained by 
‘*kites”—drafts drawn on fictitious par- 
ties, taken by the bank as a cash depo- 
sit, ‘only to come back from the distant 
point on which they were drawn, days 
after the bank balance has been passed 
as correct. 

Eternal vigilance is the price of safety 
in the counting house as in the field. 
Loaded pay rolls may have been carried 
on when King Solomon built the first 
temple, the thing is so old.* 

Merchants and bankers should from 
time to time look into the detail of their 
accounts and be able instinctively to 
note any great discrepancy. 

Against a defaulting partner there 
seems to be no legal remedy, as this 
seems to be a kind of breach of trust 
against one's-self, and where a deter- 
mined legal fight is made, it is very hard 
work to convict of embezzlement before 


* A loaded inventory is constantly confronting the 
it surance adjuster, and he is resorting to the expert 
accountant to show the loading, by comparison of pre- 
vious profits, and per cent. of profit on previous sales. 
This 1s technically called unloading an inventory. 
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a common law jury. Besides most com- 
mercial houses and banks have their 
family secretsand skeletons in the closet 
which may walk forth at any public dig- 
ging-up of dry bones, and with the idea 
of letting the ‘‘dead past bury its dead” 
the prosecution is abandoned, much to 
the relief of the prosecuting attorney. 

A prominent manufacturer once told 
me, that after he had been robbed by 
three cashiers and bookkeepers he em. 
ployed an expert accountant at a liberal 
yearly salary just to drop into his count- 
ing-room at his (the accountant’s) own 
time every ounce and a whileand go over 
the cash account. 

The evolution in the banking, mer- 
cantile and manufacturing world is 
slowly und surely working to the point 
of having public expert accountants, for 
a liberal yearly recompense, takea sup- 
ervision of the accounts and personnel 
ot counting-rooms, who will re.ort only 
to the executive head or president. In 
the railroad world this theory is prac- 
tised of having alldepartments reported 
on in an independent way to the presi- 
dent—the same principle that long ago 
atta ned with such excellent results in 
the management of some of the police 
departments of the country The execu- 
tive head or president will then have two 
reports, one, the regular depa:tmental, 
and the other from his own trusted ac- 
countant, the close and grinding compe- 
tition of late years suggesting to all 
thinking men to adopt any feasible sug- 
gestion to prevent losses and increase 
salvage. 


Nore.—In the article on ‘'Fraudulent Ac- 
counting” by Mr. Blacklock, it will be noticed 
that he condemns the use of a petty cash book, 
and advocates but one cash book. The point 
made finds illustration in the defalcation of 
William T. Zell, treasurer of the Lehigh and 
Wilkesbarre Coal Company, and treasurer of 
the New York Athletic Club, that has just come 
to light by reason of Zell's disappearance. It 
develops that Zell’s stealings, which have been 
going on for the last two years, were from the 
petty cash account of the company of which he 
was an officer. Had the company used but one 
cash book, Zell probably would have been un- 
able to steal the $25,000 with which he is 
charged. We would like to publish the opin- 
ions of other accountants upon the relative 
merits and demerits of a petty cash book, in 
addition to the regular cash book in use in all 
businesses.—Eb. B. L. J. 
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CONDITION OF NATIONAL BANKS, DECEMBER 19th, 1893. 


Comptroller of the Currency—Form 520. / TREASURY DEPARTMENT, 
Reports—1-22-’94—5,000, T. B. ) Office of Comptroller of the Currency, 
No. of Banks, 3787 Washington, January 22, 18.4 


ABSTRACT of Reports made to the Comptroller of the Currency, showing the condition of the 
National Banks inthe United States at the close of business on Tuesday, the roth day of Dec. 1893. 
RESOURCES, 
ee es ee ba be bem en emeden he. osui owed waeeedecaaga $1,853,827,179 6s 
Overdrafts as 17,747,590 27 
U.S. bonds to secure circulation 204,809,350 00 
U. S. bonds to secure deposits os 14,436,000 oo 
U.S. bonds on hand 3,049,000 « 
Premiums on U. S. bonds............ oa 13,806.470 15 
Stocks, securities, etc 159,749,363 92 
Banking house, furniture and fixtures 73,642.314 14 
Other real estate and mortgages owned ie 18,679,746, 39 
Due from national banks (not reserve agents) 108,265,460 75 
Due from state banks and bankers .. . 28,682,998 64 

212,630,636 30 

13,519,016 51 

EP MORRUNGER FOE CICBTIMM-ROURE. 6 ooo onc ccs sc cccccesccesacens ney Peer rere Seed 71,943.165 75 

Bills of other national banks 21,497,840 00 

Fractional paper currency, nickels and cents 988,602 =7 

Lawful money reserve in bank, viz.: 

Gold coin $143,928,989 41 
Gold treasury certificates 52,274,100 00 
Gold clearing-house certificates 7,305,000 00 
Silver dollars.... 7,530,135 00 
Silver treasury certificates 34,776,253 00 
Silver fractional coin 5,439,171 02 


$251,253,648 43 
~131,626 759 00 

31,255,000 00 
; : —- 414,135,407 43 
Five per cent, redemption-fund with treasurer 8,876,042 25 
Due from U. S. treasurer ee 2,029,141 92 


$3.242,315.326 7 


Capital stock paid in § 681,812,960 
Surplus Fund 246,739,602 
Undivided profits, less expenses and taxes paid 100,288,668 
National bank notes issued *$184,090,472 50 
Less amount on hand... dake 4,117,322 00 


Amount outstanding , 179,973,150 
State bank notes outstanding 
ag i a sw nigh pus kon wae EN 


to Ut Ur ur 


U.S. deposits 

Deposits of U. S. disbursing officers.... 
Notes and bills rediscounted.... 

Bills pavable 

Liabilities other than those above stated 


Total 
JAMES H. ECKELS, Comptroller. 


*The amount of circulation outstanding at the date named. as shown by the books of this office, was $208, 
698.452; which amount includes the notes of insolvent banks, o: thos: in voluntary liquidation, and of thos« 
which have deposited legal-tender notes under the acts of June 20, 1874, and July 12, 1882, for the purpose of re- 
tiring their circulation, 
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CONDITION OF WISCONSIN STATE BANKS. 


Summary of the items otf capital, deposits, specie, cash items, U. S, currency, due from banks 
and loans and discounts on the morning of January 1, 1894, and comparison with last report, July 
1893: 


January 1, 1894. July 3, 189 


MIE ccccusevessessoecces S000 Seeeeecese sewenncnnsekeseo 


$6,036.g00.00 $6,806, qQ00. 
Deposits 


SPOSIS. cccccccccceccecece ecccevaccceecoscecs oe 
Cast 1TOMS.... corccccccces PTETTTTTIOTICICIT TTT 


23,707,410.19 


1,646,819.01 
392,503.36 


37,.826,559.82 
1,783,577.17 
784,678.45 


i AE toncuseccecenesesesanves oe 
Due frame GRBEB.....cccccceccccscccccscccccccscccescoccese 
Loans and discounts 


2,510,785.13 3+ 564,732.64 
5,227,627.23 5.714 948.22 
18,543,508 . 82 33: 191,675. 


THE BANKS OF MINNESOTA. 


REPORTS SHOW THAT THE BANKS OF THE STATE ARE GROWING STRONGER THAN EVER, 


Public Examiner Kenyon has completed the tabulation of the returns from all the banks of the 
state at the close of business October 3. The reports show that the condition of the banks was 
better than at the time the preceding report was made. The total number of banks on that date 
was 211, of which 73 were national and 135 state. Following is the statement: 


RESOURCES. 


National banks. State banks. Total, 


Loans and discounts.... 
COURT iiceccesccncees 
U. S. bonds on hand..... 


$37, 185,698.44 $25,454.331-31 $62,640,029. 7: 
117,041.96 142,483. 259,525.08 
2,585,716.56 2. 585,716. 56 

a I 433-305-31 530,756. 1,964,151. 34 
Due from other banks......... oe 5» 320,557 -07 3,361,882. 8,691. 440.0% 
Banking house furniture and fixtures 1,478,491 .99 1,488,595. 2,967.087. 18 
Other real estate............... ‘ 019,257-52 561,627. 1, 180,884.93 
Expenses paid.......... 183,942.12 280,546. 464,488. 17 
TE cb nieitistatinatendsneeeennes 22.583. 22,583.69 
207,509.10 176,140. 383,650.00 
765,676.97 481,990. 1,247,667 .32 
6,021, 316.58 2,627,633. 8,648,950.03 
58,256. 38.256 .6¢ 


Exchanges fer clearing house 
Cast 68 BORG... ccccccccccccces ee 


Totals....... $35, 187,927.05 $o1,115,531. 


LIABILITIES 


National banks. State banks. Total. 
Capital stock paid in...............+. sdavaweswniadhe neds 
Surplus fund........-..006 2,849,096. 88 953:5!7- 3,802,614.29 
Other undivided profits. .. . 2, 563.234-83 1,967,541-5 41530)776.4 
Dividends unpaid sioe 17,304 «00 18,523.5 35.887.57 
lyue to depositors .. 


$14, 330,070.00 $9,273-500. $23,603,570.00 


Due to other banks........0...cccccccccccccccccesseveseees 
Notes and bills rediscounted..........ceceeeeeeeeeeeee on 


hils payable 


27,596.702.10 20,658,153. 2¢ 


4,262,000. 22 
1,320,191. 32 
873,750.00 


QUE Ho cncincecdececcccexsecens i 364,565.37 


CITSUIAEEOR ccccccccccdccesccecsscccesccoeseece 


Totals. .cccccccccscccccsccvescvocs seosesenesceseoeress 


1,750,629. 50 


$55-927,604.22 


1, 198,700. 3 
555,042. 
459)297- 
103,650.6 


$35,187.927.05 


Number of national banks, 76; number of state banks, 135; total, arr. 


48,254,355.3° 
5 460,700. 5 
1,875,233-77 
14333-047.79 
1,468,215 .9% 
1,750,629. 50 


$91,115,531.27 
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STATE BANKS OF NEW JERSEY. 


Condition of the state banks of New Jersey at the close of business, December 30, 1893, as ex 
hibited by reports to the Department of Banking and Insurance. 


RESOURCES. 

Loans and discounts 

Iverdrafts 

due from banks.. 
Cash on hand 
Stock and bonds 
Banking house...... penbenscooesaenes pbenese 
Uther real estate : 


$7,174.269.40 
13,280.21 
958,255.61 
5559922-55 
9 2,273-79 
204,830.37 
62,851.00 
34)547-00 
75,202.00 
24,692. 32 
38,750.38 
159413-68 


Bonds and mortgages............... amsbeaie 
Current expenses and taxes paid 
Checks and other cash items 

Ither assets.... 


$10,060,288. 22 


LIABILITIES. 

$1,680, 460.« 
839,400. 
286,956.04 
195449-1 
6,667,745-11 
267,539 49 
151, 356.8 


Capital stock 

Surplus funds....... 
Undivided profits.... 
Dividends unpaid 

Due depositors.... 

Dueto banks 

Notes and bills rediscounted 
Bills payable 

Other liabilities 


$10,060, 288.22 


INDIANA BANKS AND TRUST COMPANIES. 


The annual report of J.O. Henderson, auditor 
of state, upon the condition of banks of discount 
and deposit operating under the state law at 
‘lose of business October 31, 1893, and upon 
savings banks and trust companies shows that 
luring the fiscal year eleven state banks have 
been incorporated by the state. The financial 
panic of last spring compelled nine banks to 
close their These changes have left 
eighty-seven banks operating under state law at 
the date of the report. 

These failures are the first that have occurred 
since the enactment of the present state bank 
law in 1873, and were largely owing to alliances 
with financial schemes, the practicability of 
which were always doubted by the bank de- 
partment, which has made all the effort that it 
could to prevent them. The law, however,does 
not give the auditor of state sufficient authority to 
stop practices by banks which seem to him un- 


doors. 


safe. The failure of these banks; with two or three 
exceptions, will not cause loss to the depositors 

A tabulated statement of the condition of the 
savings banks of the state is given in the report. 
These banks are all in a perfectly solvent condi- 
tion, but suffered, like all other banks, in the 
withdrawal or deposits during the spring and 
summer. Whenever necessary, the provisions 
of the law under which they are operating and 
their by-laws, requiring notice of withdrawals, 
were taken advantage of, thus preventing a 
sacrifice of their securities. 

The last general assembly enacted a law au- 
thorizing the formation of trust companies, with 
power to doall kinds of business incident to 
such corporations. Twocorporatirns have been 
organized under the provisions of this act, and 
are now in active operation. They are the 
Indiana Trust Company and the Union Trust 
Company, both of Indianapolis. 








INQUIRIES AND CORRESPONDENCE. 


INQUIRIES AND CORRESPONDENCE. 


T ilS department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


pect prompt and careful consideration thereof, without charge. The names and place 


<f those submitting inquiries afe published, unless special request is made to the contrary. 


Presentment and Protest in Nebraska. 


——, Neb., January 15, 1894. 
Editor Banking Law Journal: 


Dear Sir:—Please omit name and place, and 
answer the following inquiries in the next issue 
of the Journal should space permit: 

First. Should a sight draft be protested for 
non-acceptance upon presentment, regardless 
of number of days sight provided for in draft? 

Second. When should a sight draft be pro- 
tested for non-payment, same having been duly 
accepted subject, however, to five day’s sight? 

Third. Is a sight draft subject to three day’s 
grace where payable on demand, or a certain 
date ? 

Fourth. We receive a note for collection 
which is subject to protest. At the time note 
falls due and protestable, there is no notary 
public in town, or, the notary public should re- 
fuse to protest note at our request, what action 
must we take to relieve us from liability to payee 
or indorser, for notice of non-payment ? 

Fifth. Where a note or sight draft is payable 
at this bank, are we compelled to make demand 
upon payor in person if living in the country, 
before we can protest note or sight draft for 
non-acceptance or non-payment ? 

Sixth. Do we in any manner lay ourselves 
liable to drawer or payor of sight draft in ac- 
cepting partial payments ona sight draft re- 
ceived by us for collection ? 

rrusting you may be enabled to give us the 
desired information, without inconvenience,and 
thanking you in advance, I remain, 

Yours truly, 
CASHIER. 


1. A draft payable a certain number 
ot days after sight should be protested 
immediately upon non-acceptance, 

2. An accepted draft, payable five 
days after acceptance, 
day's grace in Nebraska, and should be 
presented and protested on the eighth 


carries three 


day after acceptance, except, of course, 
when the third day of grace falls on a 
Sunday or holiday, in which event the 
time of maturity and protest is provided 
by statute, 

3. If a draft is payable ‘ton demand, 
or a certain date,” it is not a sight draft. 
“Bank checks and instruments made 
payable on demand” are payable with- 
out grace in Nebraska. (Sec. 3, chap. 
41, Comp. Stat. Neb. 1893). Negotiable 
instruments payable on a certain date, 
carry grace. 

4. The procedure as to protest, where 
there is no notary in the place to make 
it, is discussed and authorities cited in 
the BankING Law Journat of July 1 
1893, at pages 47 and 48. In case of no 
notary, a respectable private person 
may act. If the paper is domestic 
paper; that is, has been made in, and 
has not circulated ouside of, the state, 
strict protest would be unnecessary; de- 
mand and notice would in such case, be 
sufficient to hold indorsers. 

5. Upon a note, payable at bank, no 
personal demand of the maker is neces- 
sary. The presence of the note in the 
bank is a sufficient demand. As toa 
sight draft, however, drawn upon a re- 
sident of the locality of the bank, ex 
pressed in terms to be payable at the 
bank, the mere holding of the draft in 
bank would not authorize a protest for 
non-acceptance, and in our judgment, 
the usual steps should be taken to pro- 
cure acceptance, or refusal [to accept. 
An accepted draft, payable at bank, 
stands in the same category with a prom- 
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issory note, so far as demand is con- 
cerned. 

6. Partial payments of a sight draft 
should not be taken by a collecting 
bank without express instructions from 
its principal. 


Certification by National Bank of Post- 
Dated Check. 


NEw York, January 20, 1894. 
Editor Banking Law Journal: 

DEAR Six:—A bank in New York city received 
from a customer, the check of A upon a national 
bank in said city, post-dated. On day of re- 
ceipt, and several days before post date arrives, 
bank’s messenger presents check to national 
bank on which drawn, whose teller refuses to 
pay, but certifies the check. 

The point of information desired is whether 
itis within the power of, or good banking for, a 
national! bank to certify a post-dated check, 
before post date is reached? 

Yours truly, 
CASHIER. 


Such certification is unauthorized, 
and bad practice. Until the day of pay- 
ment arrives, the check is not charge- 
able against the customer’s account; 
neither is the certification. The order 
of the checkdrawer to his banker is to 
pay on that date; not before. Hence, 
until that time his account is not charge- 
able with the check, and he may draw 
out all his funds in the interim. The 
certification is practically the bank's 
promise to pay the customer’s check 
on the future day, and is bad prac- 
tice in that it violates the following 
principles of law and statutory require- 
ment. 

1. That a national bank cannot lend 
ts credit | 
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2. National banks are forbiuden by 
statute to certify checks, without funds 
on deposit. 

The bank’s promise to be answerable 
for the amount on the future day, was 
an unlawful lending of its credit; and 
the national statute was likewise vio- 
lated, because there were no funds on 
deposit at the the time of certification, 
against which the check was chargeable. 


Indorsement by Payee of Check. 


Superior, Wis., Jan. 18, 1894. 
Editor Banking Law Fournat. 

DrAR S1R:—A customer presents a check to 
us, for payment, drawn on our bank, which 
reads: 

‘Superior, Wis., Jan. 9, 1894. 

Pay to John Doe, or order, One hundred 

Dollars. 
A, JONEs,” 

We know the person presenting the check to 
be John Doe; he re:uses to indorse the check. 
The alternative is plain—‘‘Pay to John Doe, or 
order.” 

Are we legally bound to pay this check with- 
out John Doe’s indorsement? And is our posses- 
sion of the check sufficient evidence of payment? 

TELLER. 


While it is proper and usual tor payees 
to indorse checks before receiving pay- 
ment from the bank, it has been held 
that there is no legal obligation on the 
part of the payee of a check to indorse 
it in blank, as a voucher for the pay- 
ment, when he receives payment thereon. 
Osborn v. Gheen, 5 Mackey (Supreme Ct. 
D. C.) 189. 

The possession by the bank of the 
check, however, is prima facie evidence 
of its payment to the party named, 





CURRENT NEWS AND TOPICS. 


CURRENT NEWS AND TOPICS, 


The new $50,000,000 bond issue, has been 
oversubscribed at prices ranging from 117.223 
to 120.829. By far the greatest proportion of 
subscriptions came from New York city. The 
subscribers are evidently not alarmed at the 
asserted illegality of the proposed issue pro- 
nounced by a number of senators at Washing- 
ton. 


The House of Representatives has passed the 
Wilson tariff biil, with the income tax addition, 
by a vote of 204 to 140. The bill now goes to 
the senate, 


It is reported that the question of the repeal 
of the Io per cent. tax on state bank issues, will 
shortly be brought toa focus in the House Com- 
mittee on Banking and Currency. Several bills 
are before the committee, but it has been de- 
cided to take a vote on the bill drawn by Repre- 
sentative Cox of Tennessee, which is for uncon- 
ditional repeal. 


The year 1893, notwithstanding the depres- 
sion, has been an excellent one for the trust 
companies of New Yorkand Brooklyn. Their 
returns, in nearly every instance, show larger 
profits than in former years. 


* * * 


*“MOODLED AWAY.” 


In an article entitled ‘‘American Insolvency,” 
the London ‘‘Spectator” attacks the financial 
policy of the late Republican administration, 
and accuses it of being responsible for the pres- 
ent depleted condition of the United States 
treasury. ‘‘Five years ago,”’ says the ‘*Spec- 
tator,” ‘‘American finance was the envy of the 
world. Taxation was not oppressive, the debt 
was being paid off at a rate beyond the dreams 
of economy, and every year there rolled intothe 
treasury a surplus that made European chan- 
cellors of the exchequer sigh with envy. Then 
came the administration of Gen. Harrison, and 
after four years of judicious indiscretions in the 
matter of finance, the whole condition of things 
was changed, and the treasury was left com- 
pletely empty. And yet there had been no war 
to waste the resources of the nation, no plague, 
no famine, no terrible or exceptional financial 
crisis, none of the things which impair a coun- 
try’s vitality and make her poor. The money, 
as the parish clerk set forth in his report to the 
vestry, had simply been ‘moodled away’ and 
‘moodled away’ consciov™: © 4 deliberately.” 


CHECKS FOR CUSTOMS DUTIES. 


The following p!an has been adopted to meet 
the objections of the Treasury Department to the 
use of checks in the payment of customs duties. 
The main feature of the plan is a form suggest- 
ed by Mr. Wm. Halls, Jr., of the Hanover Na- 
tional Bank, as follows: 


SPECIAL CUSTOMERS FUND TRANSFER, 
Clearing House No. 33. 
HANOVER NATIONAL BANK OF 
CITY OF NEW YORK. 


THE THE 


New York 189 

The collector of Customs at the Port of New York 
will charge and transfer to the account of “Duties 
Dollars, 


From the Amount deposited by The Hanover National 
Bank of the City of New York with the Assistant 
Treasurer of the United States at New York, N. Y., to 
the account of the “Special Customs Fund.” 
countersigned. 
Cashier. 


There will be a special deposit every morning 
by banks at the Sub-Treasury of moneys to be 
paid during the day on account of duties. The 
above instrument will then be issued in making 
transfers of money on account of importers. An 
indorsement will be stamped in the collector's 
office on the back of the form as follows: 
“Credit account of duties paid,” with the ini- 
tials of officers making such indorsement. Any 
moneys not transferred by the collector at the 
close of business will be returned to the respect- 
ive banks. 

* * # 


CHARLES F. JAMES ON THE PANIC, 


The ‘‘Troy Daily Times” of January 25th, re- 
ferring to the article of Mr. Charles F, James on 
the panic of 1893, appearing in the BANKING 
Law JouRNAL of January Ist, says: 

‘The view of Mr. James is that of a cool- 
headed, intelligent business man who sees 
things just as they are and who is familiar with 
the operation of financial laws, especially in his 
own immediate environment. He writes with 


; absolute freedom from political bias and par- 


tisan feeling, and his conclusion is one to «om- 
mand thoughtful attention Beyond question 
the general financial and industrial condition is 
sound at heart. The wickedness of the present 
tariff agitation consists in its wanton interfer- 
ence with former prosperity and its threats of 
disaster to interests that were making satisfac- 
tory headway under existing laws.” 
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BUSINESS NOTICES. 


BYERS & REID, ACCOUNTANTS, 


YORK. 


NEW 


The copartnership of Byers & Reid has been 
formed to carry on the profession of Public Ac- 
countants and Auditors at 401 Broadway, New 
York City, by the consolidation of the business 
of Charles Byers, with that of John Lindsay 
Reid, both of whom have been in practice for 
many years. The new firm directs attention to 
the comprehensive character of professional 
work which they are prepared to undertake 
under various departments. These departments 
embrace every branch ot commercial, financial, 
legal and general accounting, and include the 
designing and planning of business books adapt- 
ed to every particular kind of business with spec- 
ial supplementary books for private and con- 
fidential entries; the preparation of balance 
sheets, profit and loss accounts, and apportion- 
ment of partner's interests; investigations and 
reports for formation of copartnerships and the 
incorporation of financial and mercantile con- 
cerns; framing, writing-up, and systematizing 
books of accounts for estates, trustees,executors 
and assignees, including preparaticn of formal 
schedules and returns for surrogate and other 
courts; the examination and audit of books at 
intervals with constant supervision if required 
and critical investigations at uncertain periods, 
as a remedy for careless or incompetent book- 
keeping and precaution against fraud; the ex- 
amination of insolvent’s affairs, disentangling 
complications, preparation of statements of af- 
fairs for creditors, tracing sources of loss and 
deficiency, unveiling acts of reckless and illegal 
trading and advising creditors in regard to 
their interests. In all these details Byers & 
Reid are assisted by a thoroughly experienced 
staff of expert accountants and bookkeepers 
working under their direct personal supervision. 


LAW JOURNAL, 


The partners of the firm are each active, ener- 
getic, of the most reliable integrity, and have 
been intrusted with important professional in- 
vestigations by clients in commercial, financial 
and legal circles who have testified to the high- 
est appreciation of their work and to whom the 
firm have the privilege of referring on all occa- 
sions. Attention is directed to the business 
card of Messrs. Byers & Reid, which will be 
found in the Accountants’ Directory columns of 
this Journal. 


MacRae & Cowan, Public Accountants and 
Auditors, have removed their office from 31 Pine 
street to 59 Wall street, New York (Brown Bros. 
& Co.’s building.). Mr. Farquhar J. MacRae, 
who has been in practice for several years, was 
recently joined by Mr. John E. Cowan, and the 
combined business is now conducted by the firm 
of MacRae & Cowan. The firm undertake ac- 
countancy business in all its departments, but 
commercial, insurance, railroad work and bank 
ing interests have specially engaged the per- 
sonal attention of the partners for many years. 
Mr. MacRae is weli known and highly esteemed 
in professional circles in the empire city, having 
acted as secretary of the New York Institute of 
Accounts, of which he is a Fellow, one of the 
very limited number who are possessed of that 
honor. Mr. Cowan is well known and deserv- 
edly popular in insurance circles through his 
connection with the Phoenix Fire Insurance 
Company of London, England. 


At an organization meeting of the First Na- 
tidnal Bank of Delta, Pa., held January roth, V. 
G. Stubbs was elected president in place of C. 
R. McConkey and Wm. McSparran was elected 
to the newly created office of vice-president. L. 
K. Stubbs remains the cashier. The bank’s cap- 
ital is $50,000 and it does a prosperous business 





